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’.‘_, NOTE TO THE READER
[N R s
* .. . ‘ AN ) ) ® ; ‘ )
Th}s report has beea produced in three separate and distinct TS\
volumes. Volume I contaxns materxal related to the 1nst1t txonal . N

the varxoua axd programs on postsecondary students° the nal volume is &

Summary whxch highlights the most sxgnxflcan€ aspects of the study's
findings. . 'In lieu of a sxngle abstract, the preface to eadh of the -~
sections of Volumes I and II provxdes an overvzew of the mater1a1 ‘
discussed therexn - (Volume I contaxns five sectlons, Volume II contains

two sections). For a sumpary of the findings of both volumes, the reader

ig, of, course, referred to the Summary volume which was prepared for this
. purpose.’ . X o
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dhxs report is divided xnto ‘two main gsections. Sectl&n I provxdes

- . .

general supportxng 1n§orm&txon, Sectxon II prevxdel the empxrxcal results
' of “this study. Sectipn I beglns by sketchlng the beckground‘ﬁnd context

. : 6f the sub;ect of 'student aid, including the hxstory of its developnent,
o J{) a revzew of the extant literature, and a discussion “of the role of* the’

_ student in the financial aid delivery system. Section IT begins with a
macro-level vxew of the distributiom of fimancial wid funds an& then
- moves on to a discugsion of two aspects of distributive eqplty-vertxcal '

mobility and the impact of financial aid on the rates of partxcxpatxon in
higher educhtion. The final chapter focuses on the relationship between

equitable outcomes and 1ns:1tucxonal dxscreC1onary management practices.

STUDY BACKGROUND .
[ 4

'This study is the ﬁéird and final phase of the U.S. Office of
Educatlon s (USOE)—J assessment of the impact of Federal financial aid
programs on postsecondafy students, institutions, and stste governments,
Formally titled “SFudy of the Impget of Student Flnancxal Aid Programs"
(SiSEAP), the components éoﬁpleted prior to this study include: )

hd . )

Y In May 1980 the United States Offxce of ‘Education (USOE) was
©  reconstituted as the Department of Education (ED). In order to avoid

¥ . confusion, und to remain consistent with documents previously produced
under this comtract, all. appropriate passages in this report will refer
to. USOE.
A v
~
. " o'
- . 1 -
. 1.1 - .
- 135




calculeted using the cost of educatiog ‘at the schoo,

" THE IMPETUS FOR THE STUDY |

g ’ H i O A )
. the desxgg of a research strategy to assess the lmpact of yf/ /'/f
‘ financial aid (SISFAP I); P N
: X /
e the study of the impact of Federel and state f;nenclal aid . /| i
. programs ahnd polxcxes on the choice process’ of postsecondary e
bound students (SISFAP II, Study A); / e
‘ /;/

e the study of the way in which labor market cond tions (and \$ /7
’ perceptxona thereof) interact with educational costs and- ' /
financial aid to influence access to postsecoﬁdary education /
(SISFAP II, Study B); 4{, : '

2
exd{on s udent g .
'Study' C); and

e#d proggemA'

¢ | the examination of the impact of financi
. perszstence in postseconde:y education (SISF&? II,

. ‘the relatlonshxp between Federal and state s:uden
(SISFAP n', St:ndy D).

effectlveness and effxcxency of procedures employed by ’Federal .
\governnent and by participating institutions of postsegon ary educetxen .

to operate. apd manage the Campus Based and Basic Educgtignal Dpportunxty ’
Grant fBEOC),nssxscence programs. The BEOG prog;am, ently funded at

$2.56 bllllon, is the. malnstay of UTeS- student axd. 1# centrallyn‘ -
aduinistered by ‘the. U.S. Office of Education and, provi es the eligible eto'
postsecondery student wx:h an enC1tlemen: to . fxnan ia assiscence which N
can be used at any of thousands of approved posise on 37y Lnstigutxons. ) “'
The'amount of the entitlement is based upon the stu n:ﬂs need: (as \\N'“~u‘~

derxved from a unzfornly applied. formule), wh1levac ‘1 ewgrds nre_
the student has

chosen to attend. The Campus. Based programs, oty other hand, ere'

Student Loans (NDSL), and College Work-Study (#WS%} .

"
NS

N,

Evaluations of the Federal student aid progy y from progxam
appropriations to the distribution of funds, have been mostly piecemeal

“in nature. While specific components of this ¢omplex system have been

‘examlned at seversl levels 'of sophistication agd- detail, thete has been,

prxor to the SISFAP progect, no unified, comprehensive analysis of the

™

1.2
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Federal governmént's i{nvolvement in the provision of funds Eﬁilp
'secépdary students. The need for such an in-depth, broad‘scoﬁe stu
however, did nét long go unnoticed. In 1974, the National Task-Forte o
Stuéent ANid Problm (othefwise known as the Keppel Task Force) was
formed to exahine a complex system that had become "...increasingly...
troublesone to the general publxc....fz/ Its charge was to examzne the |
delxvery,systeu for student aid while ignoring the broader xss?es of'an
8pproprxaﬁe aocxal policy for the fznsncxng of postsecondary educatxon-A

While the Task Force addressed many of the issues xncludedﬂln this study,“

 its recommendations were derived in a deliberativé fashion from the

i'“..4 . . expertise of thc‘vafious'panel members. As stated in its Final Report,

: its rol\e‘wﬁs to "integrate and inplegent the results of many existing
efforts into the broader form of a tdtal delivery syiémn and then to
achieve the support dnd backing of the associations and zndxvxduals -who

5 can brxns them into being. n3/ In a sxgnxfxcant sensap»the problems’ ]

identified by the Task Force and its recmunendatlans formed the basis for:
the fornxl-evalqahive effort represented by the SISFAP studies.+

- RESEARCH OBJECTIVES B e T
The Offzce of Educatxan g xntereét in axam;nlng thes& progrtnn gnd
' thexr _procedures is threefold. to evaluate the egux:g "of the
distribution of Federal fxnnncxgl assxstance funds among ‘students *with

sunxlar characterlstxcs, to identify the aid practices and procedures

.- that bes; meet the objectives of the Federal programs; and to provide the '
data needed to develop a behavioral model of the. flow of U.S. student aid

“dollars. Specifically, the study was'éégigned to examine:

“

. - (] the relatxonshxps between program Eundxng levels and program
c N ob;ectxves, <
i ° the factors influencing the decisions of institutions to

par:xcxpate in_the programs,

e - the impact of application and ald dlstrlbutlon procedures on
. both 1nst1tutlons and students

!

ngrancisteppel, Nationa¥ Task Force on Student Aid:Problems: Final
Report (Washingtom, D.C.: U.S. Office of Educatiom), p. l.

- 3/1bid., p. 5.
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. the factors aéfec'ing !!% ability of postsecondﬁry inetitutions :
. to implement,the’programs in accordance with the needs of"
students and/ the regulations and guidelines issued by USOE;

@ the factors affetting the participation of students in these: =~ . //
' programs, [ncluding counseling, consumer information, : '
. application processes, need determination, and aid packaging; - -

° the burdegs "and benef1¢§ of program"oversxght procedures (e.g.,
monitori an& validation) for both 1nst1tut1ons and the Federal , //
& gove s and - -

. . ‘ .
\l“ N ‘ML

v ) the 1mpa t of these programs on postsecondary Lnstltutxons, .
- particul rlywvxth regard to cost, changes in educational /‘ __//
qualxty, and ¢ anges in student body ehmpom1t1on. /
\\\\“ ' ﬁhxle this re ort, nd the campanzon volumefan ;nstltutlonal // /

progect. A lxst ng of all such-ﬂocunents is proZ;ded in Appendix A

\ \ THE SCOPE OF FEDRRAL S P?RI TO POSTSECONﬁA%Y E CfTION
= The postseco‘dary ducation sector represents #fslgnxflcant >
, of this nation' . Accord1ng to the Na x al Center for ;zuc tion -
‘ R} 'Statistigs? as’ /12,6 m11110n s?uden:s“' A
T r~'enr011ed %P mo 5 000 institutions of a vnnced learnxng/ O?Ctéese,
o 1.4 million ‘the
‘ . remainder in’ half of the -5
] colleges (1,'-5) re publxcly coe/xcil@d, -t is componens/enrolled alme?f 3

- 80 percent of all: college students.

With regard to the flnanelng .of tostgecéndary edueetxon {see Exhlbxt '
I. 1),~the N txonel Center e:tlmates-thét}for fiscal year 1977 the ' ~
revenues td a1l 'of postsecondary educataee totalled $43.4 b1111ons, 34 |
percent of whxch came from state and lgcal support, 2} percent from X ) ff‘*

!
tuition and fees, and 17 percent from the Federal government. This is

further 111ustrateg below in Exhxbxt lie2. fg ) . !
This massive Lnflux of publlc monies 1;to tﬁe postsecondary education

sector has grown at an incredible rate‘Sane 1965, partlcularly in the

ares of Federal support (see Table l 1} During this IS-year period,, the

' Federal funding of postsecondary educet1on has' increased from

-~

' ' o 1.4 _\18 \ : -
| | |
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© EXHIBIT 1.1s SOURCES OF FUNDS FOR POSTSE@QNDARY EDUCA‘IION . -~
N ‘ . . : ) ——
g * L P - .
; - ~ - i } R - .
S . , - Stace & Locsl *
4 - Local, . 2
State, sl Postsecondary
* } . ;.‘u"ll ' Kéucation2/
Taspeyere |
v v . ‘ S (Collegiace
I r——-—J Pedersl i asad .
P . - : - -Coverumeme Noscollegiate . .
. . : . . : ’ Sectors)
-4 . - B .o ‘ . R . »
' . ' N . ' ! . ' ‘ .
b & ot “ ! - g - - T
' ' . o LS ) - -.
C o a ' : Frivate ' : oy
N \ . - v - { Milsachropy Auxiliasy
o (, ¥ . . and: : : Intsrprises
e \ ! . Ladovasat v ’ . .
- . Karninge . )
S \ : :
- / . ' ‘-
. : . . » i
FS [ ] N ¥
’ " . o \A‘ X ot ' . . . . . ~
. o/ ;
Y, }_A’?i\d_u Students - . : N 27Axd to Institutions ) o )
Lo A Gremes - schelsrshipe - S Tl A.  Cemeril £..e1=.¢3.~1 aid
T Tl Add mmum direcety-eo | 1. Tuitiow sad fee payments
’ . o students dasad om | ) “ v, 2. Bwdget appropriatiocns ) 5
' . *K/ - 3.  Lemg semwgrsmes
\\ . . a. Nead ™~ A b, vari typas of capitstiom gramts
- ' b, nm:y Py ‘ - IR 'm- s besed on ather wits of.
' €. Spacial pecposes . ,-)' . 1oad oc cucput '
. \ - " de  ingeme T . [ e - s. lhptq-u: subdidige .
! ! . 7. OUnrestricted gifts LN
o . ‘2. Aid distribaceg th ! . P s. Unru:rie:o‘ sarnings’
- &ltiglum bas —11‘ : : . : . . ¥
. R . N | St ES Cneqeriul cN (um) .
» (_\ . a, Nied S & .
: x N PO Ability } é v t -“1\ Prcgr-
SRRV . . €. Special ‘-;_po.n T 2, Project g Sn and contracts
. Lo T N I nedme . : . . ' N 3. " Service mf“t.
b o . ‘ . i R . 4. Restricced gifte o
. L N (Aub’idiud‘_gereiu) ) .ot .K 5- in;rieeﬁ -aarnings
. . . . . . 4 . ! ¢ 3 "' :
SR 1 irect leams j - . & (:nu:r-c:{m ald .
d o ! . &
. 2. Guarsaateed tosss = | ’
. 3.  IRetitwticmal losms - | | . .. ;/(!rojoe: grantce .
&. Teitiom deferrals ! . Direct snd indirect imteresc
. - K i . ' soheidies )
' T. Tax deductiocks for families ot wodemts M - Yo Gifps o F
‘ L. ’ . , . 4. Usdr charges e : 4 ~
. . T ' ¢ g" ’ ° N /"
4 . J .. - v . D. ft besefits - _ ‘ / L
{. Tax exemptions for {mscitutions / '
- e 3. Tax cradity for dosorm / i
. / 3.  Tax deductious for domors ' / ‘
£ L . - . /
- . ¢ C/ E. Other institutionsl ei.d~ /
. T.  le-kind .ms B .
<, 2. Use of propaercey ‘facilitine ' .
. or equipmenc - :
1. Cosgerstive sereices . /
. ~ ) S N ‘
Source: ‘Natighal Commission on the Finamncihg of Postsecondary Education, ‘
C F work for Analyzing Postsecondary Education Financing ‘
|

' E_c;,g May 1974. -~ . )

',-".’1.519' o/ I

/
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FINANCING POSTSECONDARY EDUCATLON: WHERE DOES THE MONEY COME FROM?

¥ State and Local °
" $14.9 Billiom
“N .

s .

- !
, Other:
Gifts, Endowments,

Sales £ Services, etc.

$12.3 bi_u;‘ion )

/ ,
Tuition and Fees .,
From Students

$9.0 Billion

" Federal .
‘§7.2 Billiog
Excludes Student
Aid)

. )
, ’_‘s . ‘Q ) : ' >
; | ‘s 3 -
) - ," ' - - h] . §
L 'rot:al Federalﬁ.id S~ R P -
TR $12 billion= R 5o
\0— ' C
. |
' \ . TOTAL. = $43.4 Billion ) }
L " public = $29.3 Billiom

Private = $14.2 Billion

t

B 4 * of ° )
Source: National Center for Educatiom Statistics, Financial S:Ncs of Instirzutions

e of Higher Education, 1976-77. Table 123.
. -I-'-/Includes- Student Aid Instlt:utional Support, Program Funding and Research, excluding
e Sogial Segurity-—Data from the Q0ffice of \Lanagement arid Budget Special

Analysig” 1978.

-
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TABL(\I.l: PERCENTAGE INCREASE IN FEDERAL SUPPORT TO POSTSECONDARY
‘ EDUCAIION 1965-1979

¢ ' | ‘ | - Total Percent’Change - Average Annual
o - 1965~1979 . Percent Increasel/
. Research Support s 23 - ‘ 9
. 7 . Institutional Support . 22 9
. , Aid to S:ddents ' 3,8 ﬁn ‘ 30

a "

. v

Source.} OMB, 1971- 1979 Special Analyses, Budget of the Unxted States.
l/A compounded rate of 1ncreese, i.e. Vo = V(1 + )0,

- ¥ ’
approxunetely §2 bxllion to a staggérxng $13 billion--a tot&} increase of
¥ 550 percent, or an average annual increase of about 13 percent. The most
dramatic rise, as sheun below, pas occurred in the area of direct student

e ~  agsistance, . S , . : ' N~
: ‘ \ . . ; o

. In 1§65, it is estimated that the Federal -government. provided abou;‘
.$200 million inh student assistance; howevep, by 1979 tdtsl;Federal;“’
ogtlays for students (inclusive of all progfgms; e.g., Office of
Edueatiou,'Sdcial Security, Departmeﬁf of Defense, etc.) approached $8
.. * billioh. Even more celleng is the fact that, in 1964, Federal .assistance
helped meet ebou;ﬂiro percent. of total postsecondary student costn, by
' 1979, it is estxmsted thet the Federal contRibution had’ grown to about 15

percent of the total. Glearly, the Federal government is repxdly R .~
K approachxng the status of a major pertner in he provision of higher -
| ) educatxon to America's youth. e B

CURRENT TOPICS OF THE DEBATE ON STUDENT FINANCIAL ASSISTANCE*

- The- first years of the 1980s will be especxelly cruclal in chattxng
the future course of Federal involvement, the reie of the 1nst1tut10n,‘
and the perception of the student's place- in the ‘aid process. Therefore,

the deQ1sxon to authorxze a study of this magnxtude, scope, and cost on

the topxe of student financial aid was made with full awareness’ that its.

>

N\

-

~

-
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fxnal product would, among other thxngs, provide a valueble reference for
those engaged in consxderz.ng the current 1ssffes of debate on: scudent

financial assistance. These are’ brxefly discussed below.

. v
Congressional Reauthorization ‘ . ./
" *

.

The most sctive forum for the airing of views on the rgalm of Federal

mvolvement m student aid is the current drafdﬁ.ng of the Reaut-hor:.zatmn
of the ngher Educanon Act of 1965 by Congress. At the time of this
wrxtmg, -the House of Represent:atlves has passed its own Vers/z(on of a
reguthorization bill, while the. appropriate Senate 'Cowmitteed are .

preparing to begin a mark-up of its own renuthori}:atiou‘prop'oaai.
‘ -

The scope of the debate on réwgthorization has been virtually
1imit1e§s. In addition to determining the levels. at wi'f‘i_ch the Bdsic
Grant and Campus Based ;g.rogrm are to be funded'for.the_ coming years,
Congress will be examining Other aspects of the finaficial aid process. ,

/

«Below, are some examples of 'the issues whlch have been set before the
Senate and House as ‘&g;r consxder i‘xtle IV legula:mn.

»

i

S ,i:efine:‘nent of the and Campus Based need analysis formuJ\&q.
(e.g., asset profdetion a_llowanees, d‘equx'ut:.on of independent
A "student status); . .
"o financial’ aid fundmg for Iess than half-t;ue stud.ent:s; )
e A expannon of aid programs dlrected to assist graduate student:s,

. restructurmg of the Fedex;ally spomored student loan programs
* - (e.g., establishment of & national loan bank, consolidation of
the NDSL and -Guaranteed Student Loan (GSL) programs);

~

] elimination of the payment of subnm:.mun wage to some College
- Work=-Study recxpxentn, and
e revision of the formula by which USOE all,ocat:es Campus Based
\ - fundd® to pa:*t:.cxpaung institutions.

S tudent:-Consumer Isaues.

S

-

/

The studentrinstitution relationship has acquir;} new significance in

the last’ decade a8 society attempts to,implement, through masgive federal
funding programs, the American dream of open“a&cess and free choice in
postsecondary education for all éitizems. .-In such a context, )

institutions of higher education, logically and ethically, ghoui& deal"‘

3
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» : _ _ t . .
* » in a fair and businesslike manner both with students who eriroll and with

4/

-those who seek information about the educational service offered.—

The above is .a rathér concise'codificatioﬁ of the issifes which
s form the basis for the student-consumer movement in the area of _
~ ' student financigl';id. Al;héugh students~a§€'the‘most commonly f -,
idéﬁtified "consumers" of student financial aid, the term is also
~ bréad enmough to 1nc1ude famxly membears (e.g., parenti; spouse) who
_are contzlbutlng to the support of QOSQBecondary students. _
Student Spnsumerlsp also covers issues which are not nggessarily .
relevant to this distussion of firnancial aid, including employment
'érospects of graduates, for example. Eiaine'ﬂ. El-Khawas, in an
rticle hntié}ed "Effective Reséonse,to Ccﬂbumeg?sm," outlines the
sic -areas of sfudeﬁt-gonsumer concern which can-be apélied‘to_é

\) ) .
er of aspects of postsecondary education. These are:
. ‘ . . : . . ' - ‘

o 1} protection ‘from abuse, fraud, or misrepresentatfg;;:
B 2) . better understandlng of avaxiable optlons and 1nst1tut10ns,

3).  commitment to develop standards ofk"fa ractice™ in proceﬁurél
. - aspects of tie student-lnptlputlonal rqégticnship; and/ .o

‘ 4)  "gssurancds about adequate program quality."3/
‘Ms. El-Khawas views the rise of student eoﬁgumerism as a very positive

step towards an overall improégment of postéecondary education. She

N points out that in order to“respond to ‘the needs ofﬁéonsumers, an
effective tripartite ielatﬁonsﬂip will have to be established, with
government, institutions, and students working in a cooperative manner.
All ?artieg, Ms. El-Khawas contends, must be prepared to reevaluate their

present posfitions and praéticés: he

In its call for increased responsiveness to the needs of
students in the procedural aspects of thei rplationships with
postsecondary institutions, consumerism represents a general

-~

AfJoan Stark, ed., The Many Faces of Student Consumerism (Lexington,
Mass.: Lexlngton Books, 1977), p. 11.

SIElalne H. El-Khawas, "Effective Responses to Consumerlsm,' in Stark,
1b1dn, p. 125. .

<
G
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challenge to review existing practlces and, as necessary, to devaﬂcp new

6/

) -

procedures to meet’ changlns student needs.

3
t

- The development of the Consugé;.lnformation Réquirements represents the

initial Federal respense~to this -organized call for greater consumer

r3

awareness. In the years to come, those:advocating student-consumer
_concenﬁs hope to expand- the consumer guidelines to cover‘a'broad range of
- s . . W . T . .
- student financial aid practices, including the awardlng of aid,

determ1n1ng need, and assxgnlng College Work—Scudy jobs. .
¢

{
,ﬂnlfornxty of Praetxce . SN

>

A'y - - :

*a

¢

The 1n1t1atxon of a system ‘of Campus Based student axd progrdms was

. prompted by a belxef among members of Congress and USOE that there are a r

variety of local -factors which could, and(should, 1nf1uence ‘the awarding
of student financial assistance ‘funds. However, one Has only to examine.
“the complexitiee involved in administering the‘Basic-Grnnt Program to get
a feel for the 1mpossxb111§y of centrally admlnlsterxng.the awarding of

»

\upwnrds of §5 blklxon in ‘student aid funds. T

N

_‘ By building in so much discretion on the institutional level, USOE
has created a system which contains some degree of uncertainty. In
response to the existing structure of these programs, institutions will

.

necessarily develop prac‘;ces whxch are unique to their own ch;umr

f

stances. The concern of {ISOE is not .80 much the unxqueness of the
practices, but rather that the oufcomes they produce (the awardlng-of aid
to students) will not be consistent-with the broader program goals: From
the Federal viewpoint, schools must use theirg. Campus Based aid allotments
to increase the potential for access and retention among studgnts with
‘the greatest relative need. At this moment, USOE is considering whether
its-tradition&i reliance on the nrovision of guidance to financial *asid
offites on proper practices'is enough to ensure the achievement of these
desired outcomes. The alternative is to promulgate regulateons creating

a more uniform model of practice for all facets of the aid gawarding

* ]
*

- 6/E1-ghawas; ibid.,.p. 124. .

r
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process (see Volume I, Section 3, for greater detail), thus leaVLng the , -

campuees with an, admlnxstrstlve rather than a policy-oriénted role in the
aid delivery system. Many of the subsequent chapters”in this report vxll

" address the existence of varl&nt practices among xnstxtutxons. Whether
/
the existence of such variance is a healthy sign that the system 4is

respansive to local consxderatmegs or symptumatlc of a VLQIatlon of the

- programs’ legzslatlve intent is' the fulcrum nf eurr%n: ‘debate on this

-

matter.. s - o ‘ ] ' -~
. o i .
‘ Prevention of Institutional Fraud ' ' L T

As a eprollaqg to the gbove dlscussxon, conszder that USOE must )
uﬁﬁertake an ongoxns effort to ensufe that the funds which it allocates
are expended in accordance with the law. By opting for a more -

geeentrallzed method of aiding etudents, USOE has, in fact, increased the

potential for the abuse of public mories. In a recent effort to impose -~

ex;ernal controls on che‘uses which schools make of Federal aid funds,
| USQE has develope&'a sophisticated set of application and'reporting ®
- requirements® whlch provxde it with descriptions of who received Federal

student aid and in what amounts. Addxtxonally, '‘program review audits,"

whzch are conducted at the xnstztutxon hy USOE personnel, are designed to

prov1de the Federsl government with more d&tsiled records of the specxflc
practlces of selected add offices. AIM of these methods of tracking
institutional compliance-are comsidered in detail in Volume I,

- Chapter 11, of this report. Suffice it to say at this point that USOE,

) .must attempt to walk a very ngrrow line in this matter betgeen properly
zﬁptectxng public monies andénot burdening institutioms with an

inordinate amount of paperwork. ' C .
7" RESEARCH APPROACH AND METHODOLOGY

Due tq the complex nature and large scopé eféthis research project,
it was divided into three stages. Stage I included the description and -
evaluation of those operational and managerial procedures which could be
analyzed using existing data sources or xntervxews wx:h USOE staff, and

ap v

the development of s detailed research desxgn for a national survey of

\ . -
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postsecondary institutions aﬁd students. In.Stage II, thxs desxgn was

melemented using.sa nat;onallv representative gample of 172 postsecondary
1nst1tutlons ;%d over 20,000 randomly selected students. Stage III of |
the progect, whlch was.separately funded and recently completed, was to
assess the meact of "the Mzddle Income\§tudent Assistance Ac: (MISAA) on

the distribution of student fxnan01al)81d. The assessment was- based on a

quasx-expetlmental research esign, carrxed out” through a-longxtudxnal

»

\ follow-up of tke same schools| qig¥ted durxng the Stage II survey. ’ -«

. —_——
Ld .

While' g detaxled dlscussx

of the research design canlbe faund

\. _ . elsewhene,7/ the sampllng strategy for- thls study can be eapily o \
4N
’ sumnnrxzed. Flrst, a llstlng £ schools, elzgxble to partx_xpate in
N : 2 gmther the Bas1c Grant or any f .the Campus Based programs, as compi1e§
- \1 i using avallable USOE datsa fxles Next, the 1nst1tutxons were strstxfled,
{ ‘,, or grouped, into one'of 32 separate categorxes defxned by the followxng
R varidbles; ’ '
+ c. contfol; public, p?ivéke, and proprietary;
) level: Uni#érsity/4—ye§r, ;nd 2-year or less; R
- s :
T v ' e - participation (for propﬁxetary schools only) BEOG only, and
' Campus Based schools; ‘
[ ) type of Program (for proprxetary shools only)‘ coémétclogy,
busmngss, tradeftechnxcal, and other;
> state effort in financial axd‘ defined in terms of the number of
"*need~based programs offered: fxve or more progrsms, two to four
. programs, and one or fewer programs;
C | e selectivity, defxned in terms of the school's. average SAT/ACT 4
' ' sgore for all entering freshmen: schools with averages above .
N _ : - the median, and those below;- and 0 .
e ) [ . . '
' FAUN 3 size: 1,000 students or less, and over 1,000 students.

- The nonmprofit (public and private) 4-year schools were, then ordered
within each group on the basis of their average g&étion and fees 30 as to

ensure adequate representatxon of this important verxable. Finally, two

types of schools wvere deleted from this populatxon llstxng prior to the

?

Zprpligd Management Sciences, Technical Report No. i: Sample Design,
. Student Survey Yield and Bias, November 1979. .

. . | g ¢
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selection of the sample: those which were hospital-based (958 schools)}
and those which had been xncluded in a study being conducted by DHEW's
Bureau of Student Financial- Asslstance (about. 130 schools). The former
were excluded ‘since they were atypical of the universe of schools in T
terms of their structure and the types of aid offereg, and were not of

particular policy interest. The latter were dropped to avoid the

potentxal for overburdening certaxn respondents.

- “

| Once these strata hgd been formed, the sample of 150 institutions
originally desired was al}ocated’ to each group in prbpor:1on to the
nusber ;n the population falling in each stratum,  except that the injtial
dxvxsxon between,profxt-makxng and nonprofit schools was adjusted in the

direction -of t‘e nonprefzt institutions. This was necessary because

“although the pvof1t~wmk1ﬁg sthools adcount for about 40 percent of the

schools, they &ccount for only a small proportzon of the students. At
this point, the Office of thngement and Budget (OMB) requested that the
ssmplg of b-year public fnstitutions be increased by 25 schools. These
extra schools ue&e alpo allocated proport1onally to esch of the publlc

.

1na:1tutxon strata, thereby 1ncreasxng the total sample to 175

‘postaecondary xnstxtutxons. The actual selection of the .sample of

' schools to pnrficxpate in the survey was conducted randomly within each

of the 32 groups, using the sampllng proportlon degcrited above.

Within eech of the selected schools, a random sample- of stqunts was
selected by the indi#idual local site Coordinators using detailed
pragedures developed by Applied Management Sciences.” Basically, the
schools were requested to: 1) compute 2 sampling ratio by dividing the
total enrollment by the required- sample size; 2) obtain a listing of all

'undergraduate students reglstered &t least half time (i.e., eligible for

.Federal student gid); 3) stratify them by class level if at least a

2-year bchobl; and 4) use the sampling ratio'to systemaéicglly select a
random s&nple of students. In mosb cases, these procedures required omly

minimal adjustments to fit individual situations. A smafl number of
il

’
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schools (dpproximately eight institutions) were unable to stratify their
students by class prior to-selectxon. This was due mainly to the
combination’ of a lack of data processing capability and an enrollment

\Size too large to be handled manually. In these cases, the selection was

« made by ‘the schools randcmly without prior stratification.
. [t A%

The practica? work of responding to the objectives of thls proJect

can to supmarized as 1nc1ud1ng. . . " .
: ) the review of literature and of expert views on issues of axd
"\\\ admlnistﬁltlon' -
" - "®  the codification and analysis of basic dats on the past
. - operations- of the Federal programs——particularly the
. authorization and utilization of Federal funds;

‘ ) . e a computer-based simulation anaiysxs of the Basic Grant program,
;// N [ the detailed, on-site investigation of fxn‘gcxal aid practices

in each of the 172 colleges ahd other postsecondary schiools;
tifis work, carried out in egrly 1979, included—

- . obtaining extensive stafistical and other data on local aid
- offices, their work, and their problems;

= _interviews wit number of campus officials dxrectly
- ' concerned withlfaudent aid, including school presidents ,and
' " _ deans, business officers, and extended talks thh aid

) personnel;

-— surveys of & random ssmple of all udderéraduate sthdents
~ - " enrolled at each school in the stuﬁy, to obtain natched
. o - data on aid recszencs and nonrecipients; and

- ' extracts from the school records of the sampled
undergraduate aid recipients, to obtain detailed data on
individual needs, counseling, and aid awards;

e & less detailed mailed survey of an addxtanal L, 100 chools, to
-obtain key data for more complex and precise analyses\of
institutional administrafive procedures.

Collection of data and prepsrationﬁfor analysis are still underwéy for

the last component listed above (the mailed institutional survey), and
~ - will be treated in a separate report to be Prépared b§ éhe sumuer Jf

198¢°. The Stage III agsessment.of MISAA impact has been partislly

completed, and the results were ;éported to USOE during early April 1980.

*
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’Tﬁis projed: has taken place, as previously noted, during a major
Congressional debate over future policies and funding for these
prog:ins: - Part of the function of this stu&y,-then, has also been to’
serve as a source of information” for those deliberating ahout_issues'
concegﬂing student aid. ' The d&:é gengri:ed'for this project have a
longer~range value as well. fStudent financial aid is an énergené
. profession, the eﬁeoﬁeﬁ among adminiiﬁrntive\foles in higher education.
| The scope‘of'actibities,'the professional }ractices, and other major
elements of the field are not well codified. State, régional, and
i national associations 6F Financial aid officers; and others igtereséed in

this aspect of postsecondary eduga:ipn are bEginning‘cq'deal with this
‘ need to develop the profession. §cattered arg}cles and menographs
* reflect a general‘suspicioﬂ that practicesfnfé widely'variable, that “some
aid operations are ina&equatelfAsupporged, and that, iﬁ;geueéal,-scudents
do not get similar treatment when they approach different ‘institutions.
Tbis.pfoject'provide; the first unified data'base-for the examination of
these and related issues. It makes available a coordinated set of
information on schools, a2id offices, and néudengs. It is the first
fﬁfempt,xd issqsa, on a national scale, :he.pgrformsnce of this critical
part of the higher edqcation system. '

. NG
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[, , SECTION I
) ) « - BACKGROUND
. - /
PREFACE - - \ '

This part of the report contains primarily background iGEormation.
dealing with: thg h1story of Federal assistance tq\gostsecondary
students; a review af the extant literature om t pics related to the
issues addressed in this volume; and a descriptfon of the student's role
in the financial aid delivery system. . To the extent that theég items
have a bearing on the results presented in Sectioﬁ II, they have been
prov?&ed as an aid to the reader. For those not wishing to spend time on

such a discussion,-we suggest proceeding directly to Sectiom II.

~
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BACKGROUND

.

te ’ : " t . - . .

" The real dilemma of Americam higher education is thit we want so

y o go to college but must charge them so much to do so. 'The
hxstory of the development and change in student financial aid in

o

institutions of Aneriecan higher education is the hxstoty of 300 years

of strugglxng wzth this problem. . ] , ,

Rexford G. Moon, Jr.l/

INTRODUCTION

. % . .
In the fxve years since this was wtxttz?§ little has changed.

Congress, fsclng the difficult task-of reéauthorizing the ngher Educatlon
_vAct, is be1ng bombarded with proposals on ways to modify :he manner in
.whxch students are now bexng supported-—centralize the dxs:rzbutxon of
Campus Based aid; changévthe treatment of indepeh&eqt studen’ts; create
separate student and pérent'educatianal loan programs; distribute aid on
the basis of income tax returns-—and the list goes on. The struggle, it

W
7

appears, has not yet been.won. T

F

While some of the propositions now befogéi?ggg;gssmare“ditécted*

. toward relatively sipple procedural , changes, others challenge the broad
goals of Federal postsecondary edncationlpolicy-the provision of equal
opportunity. The decisions to be made are complex, and their impacts are
both Iarge and pervasxve. At stake are over §$5 bllllOﬂ in publlc monles

per year and the futures of many postsecondary studencs and_xnstxtutxons.

Vg

1fRexf.c:u.‘d G. Moon, Jr., "Hxstory of Institutional Financial Aid.in the
. United States," Perspectives on Financial Aid (New York, N.Y.: College
Entrance Examination Board, 1975), p. l.
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~ A BRIEF HISTQRICAL PERSPECTIVE  / 3 a
The Origins of Federal Support. An Emphasxs on Instxtutlonal quport

;// BN Support and control of hlgher educatlon\hat, from the earliest days
o ' of this natiom, ‘been establxshed as the pr -

responsibility of the
states. Thxs basxc assqpptlon of the seps*a ion of suthority has, unpxl
:ecent times, - defxned the Federal role as bexng

inly that of
I ‘ supplemennxng the efforts of the states.

Aﬁ the Constxtutlonal _
-Conventxan of 1787, several proposals were a%vanc d to empower the |

Federal governmagt to establxsh institutions of higher educetlcn, all,
"« however, 'were re;ected.z/ , _ " \ \_\
- ‘ ‘ . \
: : ' This conmltmant to the separacxon of autho 1ty, however, should not
" belie.the long—establxghed American tradition oﬁc
1

respect for education.
"Given the domindnt American. ethos «of 'democrati

capitalism’' and 'rugged
LndxvxduaLxmn,' hlgher educstion has had a value insofar as it has helped
- each Horatio Alger get shead in the economic and

ocial system. n3/
America has not had a class society in the Europe

sense, and deeply.
rooted in the operatzng norms of the national polliy is the belief ch:t

upward nobxlxty can be' achieved through hard work apd advanced

;m.-i"educat1an. The attainment of unxversal higher educztxen as s u:xlxtarxtn
f;f,~“’”d goal, howeyer, ‘has developed over a long period o ”time. . N
| Its roots can be traced to the middle of the 19th century and the
presidency of Andrew Johnson. Embracing libertarign Jeffersonian
philosophy, "Americans under Johnsonianism chose tol put their house in
'order...“ﬁl asniart of the period of post-Civil Warirecepstruction.
) The most notable step was the grestian of a "Department of Education" on
March 2, 1867, eﬁding a long debate over the need tolestablish a place
’ ZIGeorgg N. Rainsford, Congress and Higher Education in the Nineteeth
. » * Century (Knoxville, Temnessee: , )372 , University oI (ennesse Press,
1975), p. 17.
3/L E. Gladieux, and Thomas R. Wolaain, nggress and the Colleged
(Lexington, Massachusetts: Léxlngton Books,- 1975), P 4.
*QIFrederLck Rudplph, The: Amdrican College and University (New York,
- N.Y.: Vinfagé Books;3l965), p. 203. ,
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"\ for education in. the Natlon 8 Capltol / Despite the symbollc
N\\\ - importance of, recognxtlon to education, it was the orlglnal Morrill Land
| lprant Act of 1862 (and the subsequent Morrill Act of 1890), however, that
. ppévided what would eventually become- the ultimate bases for mass

partxcxpatxon ig higher educatxon by legitimizing the role-of the Federal
government to ensure educatxanal opportunity to classea of citizens

previously excluyded ‘from such benefits.

The origingl 1862 Morrill legislation granted each state 30,000 acres
‘of land for each Senmator and'Reﬁéesentative it had in Congress. The land
was ‘to be usgg/to establish one or more instituitions of higher education
. 'for the purposes of teaching subjects related to agrxculture and the
. ', mechanxeal\arts (see 12 Stat. 503, July 2, 1862). While of great
symbolic importance, it was the second Morrill Act of 1890 “that began the
. - actual flow of federal dollars for thé direct support of institutions of
higher education. Under this later Act, Cdngres§ established an amnual,
graduated program of financial assistance. Ia both cases, however, the
focus of Federal support wa's the institution snd not the indxvxdual

¢ student. The .latter would not arise until the mld-ZGth ceneuty.

The Begimnings of Federal ASSlSt&nce to Student: The Early Focus on
. Self-Help

Direct Federal payments to students, unlike Federal grants to , .

« institutions-of higher education, are of rather recent origin in the
United States (see Exhibit 2.1). The first private endowment giftjin
® American higher education was given to Harvard College in the 17th
century for the"establishment of scholarships.and, until very receatly,
most Federal student aid was sumllarly restricted to institutional
funds. In Eact, support other than "college money” played little role in
= this nation's student ald resources until the early part of the 20th

. century, Faced with the devastating effects of World War I and economic

»

3/Richard Lykes, H;gher Educatlon and the U.S. Office of Educatxom
(1867 - 1953) (Washlngton, B.C.: 1975), U.S. Office of Education,

P. 3. . {




EXHIBIT 2.1: SIGNIFICANT DATES IN DERAL SUPPORTQ OF HIGHER EDUCATiON
I. The Era of Ipstitutional Support - y
J 1785 - Northwest Ordinance
1787 . Contract with.the Ohio Company reserving two townships
L of land for the support of a university
1802 Establishment of U.S. Military Academy at West Point
1845 * Establishment of U.S. Naval Academy at Annapolis
1862 Passage of the Morrill Act )
1867 - Creation of the first Department of Education
1874 Award of nsutical training grants~first evidence of
: : the principle of Federal "matching grants" .
o . 1879 First Federal grants to Howard University
' 1887 - Hatch Act. establxshxng & system of agricultural
experiment stations
1890 Passage of the Second Morrill Act
oy 1914 _Passage of the Smith-Lever Act for agrxculture and
- . home economics extension - )
1919 First Surplus Property Disposal made to educational
. ‘ "~ institutions ,
' T 1920 First establishment of ROTC .units on cpllege campuses
II. The Early Programs of .Direct Stndent."Self-HeLp" Support
1935 .. Creation of the National Youth Administration
. 1937 . Public Heslth Service Fellowships ihnugurnced
5 b3 '
: ' III. Continued Student Support7- The Advent' of Nonreturnable
« S Support
o v s .
1944 = Passage of the Serviceman's Readjustment Act .
. 1946 Establishment of the "Fulbright Program"
1952 | First National Scierce Foundation Fellowship awarded
1958 Pagsage of thg National Defehse Education Act .
. “ 1961 Passage of Fulbright-Hayes Act ( .
- " IV. The Current Program¥ — The Goal of Educational Opportunity
\ 1964 The Economic Opportunity Act
1965 The Higher Education Act .
1972 The Education Amendments of 1972
1976 The Education Amendments of 1976
. 1978 The Middle Income Student Assistance Act (MISAA) ° ..
1979 °  Creation of the Education Department
1980 Reauthorization of Higher Educatiom Act
¢
&
2:&' -
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depression, d:‘trect student support grew out of & commitment to mitigate

the impact of these events on America's youth. ¢

N - .
- . -

The advent of the Depression in the 1930s, with a quarter of the
" labor force out of éork,-found'vast'numbers of students leaving schools
and . colleges because éheir,parents could n§~longer support them. As a’
means of stemming Ehis tide of the unemployed, sﬁe Federal Emergency.
Relief Administration began & program very muéh like today's College
Work~Study program, to provide part-time jobs on campus to assist these
e ‘young people to continue- their education, ﬁngp in 1933, this ebergency
effort continued until 1943, under the direction of ‘the Qgtioﬁaleouth
- Administration. Oveféll, it has béen_estimatéd that over 600,000
students partigipaﬁed in the program Bhtwéeﬁ 1935 and 1943.

ALl_nbnprofiﬁ institutions were gligib}e to participate, and each
institution was given a student employment qqoﬁa based on a percéntége of
regular eﬁrbllmgnt. Pa&ments were made, directly to students but i
institutiong were respongible for prqviéiﬁg jobs and for se{ecéing
eligible participants on the basis of ' financial néed.' This emphasi% on
need as an eligibility.crieerion,Awhile admittedly a responsé to a

broader social'problgm*,eétablished theiﬁfededent for the student

assistance programs that were to come-a quarter of a century later.

The second‘p:ogrsm of dirqct Federal payments to students, the
student war loams, startég‘during World War II, and was designed to
: \\.: . eﬂcourage students pursuing degrees in medicine, science, or engineering
to comp‘ete'thei; education before going to work. Between 1943 and.1944,
approximaéé1y~$3 million was loaned to about 11,000 students. While
modest in nature, this program continued the early emphasis on self-help

support but shifted the focus from current earnings (jobs) to future
[

earnings (loans). )

The next step in the histoxy of Federal support was the Serviceman's
Read justment Act of 1944 commonly known as the "G.I. Bill of Rights."
Building on the precedent established in the Morrill Act, the G.I. Bill
authorized the most extensive program of aid to students by providing
educationgl benefits for tens of thousands of veterans. The G.I. Bil%

- .

*

25
2.5




ﬁ‘- ' ~ . . g . . &

included tuition and 11v1ng allowances paid by the Veterans Administra-

-

tiom, and as Kaufman ‘suggests:
« ' .
This legislation was based ufon the assumption that educational
opportunity was the right of the citizen and that this country had
.need for a highly educated#pOpulaC1on. Another assumptxon was that
education would lead to behaviors thxt could enly increase the
+ wellbeing of the individual and the gener_‘agrawth and develgqpment of
the nation.ﬁf . ' - .
& $ * T
.The impetus for this. program was.a concern ‘about what the nation
should do to assist the returning veterans to reentdr the postwar
economy. Having interrupted or delayed their edudation, the veterahs
vere seen as being entitled to some form of compensation. The G.I. Bill
not aﬁly providéd such compensation but also reduced the negative
- economic impact of a sudden addition\éf millions of workers to an already

stressed labor market.

The G.I. Bill of Rights is ;otable for two ;:asons. it fépresents
the first truly large—sc le Federal cmnnxtment “to Lthe dxrect supporc ef -

. postsecondary studentsy and it, was the fxfst’program to provide such.

support in the form of nonreturnable aid. The emphasis of the G.I. Bill, —
howevér, was not on financial need but rather on aiding those who. had -
egrned the right to receive public support. The objéctive of ensuring

broad educational opportunity had not yet reached the level of Federal

policy.

The National Defense Education Act

By the late 1950s, Federal commitments to higher education were still
modest. In addition to the GI-Bill, the most extensive programs were in
the area of research support under the newly established National Science
Foundation. However, the launching of the first man-made satellite by
the Soviet Union in 1958, ushered in the era of increasing Federal
involvement in higher education. The policy of state primacy was, at
least for the moment, put aside in the race tp compete with the Soviet
Union. "Since Sputnik was a product of Soviet scientific manpover and

reséarch, the United States would meet the challenge by doing better in
\

8/Martin L. Kaufman, "Federal Aid to Education: 1867-1971", Journal of
. Education, 1972 (154:3), p. 29.
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Education A&t of 1965 (HEA-65).

\;\l | . ‘

- *

these areas."Z/* The hope of improved scientific education led in 1958
to the passage of the National Defense Education Act (NDEA) which made
avaiiabie low—interest, léng-term loans to needy students whose academig
‘abilities and choice of curriculum qualified them for such assistance.

While the Act did not include’Fhe'provision of nonreturnable aid (this

wxé a point of deep conmtroversy during the legislative debates), its

passage was a landmark in‘?ederalthivg_her education policy. Although it

. was initially proposed as a temporary meagure, it has become, as the

National Direct Student Loan (NDSL) program, a’ permanent part of what is

today a far broader effort to assist students.

The Higher Educatlon Acts of 1965 and 1972. The Commitment to
Educational Opportunity

As the NDEA grew out of the need to counter a perceived threat to
national security, the programs of the 1960s also evoléed from feelings
of national nee&. Unlxke the earller case, however, the need here was .
clearlg internal. Followlng the landslide victory of Lyndon Johnson in:
1964, the Administration launched the "Great Socisty's War on Poverty™
with the passage of both the Economic Opportﬁnity Act and the Civil
Rights Act. The former supplied- job opportunities to low-income students
through the College Work-Study Program. . The.following year, 1965, was
dominated by historic legislation: Medicare; tﬁé Votihg Rights Aéﬁ* the
Elementary and Secondary Act (ESEA); and, in the wake of ESEA, the ngher

Although the importance of KEA-65 was initiaily obscured pfnthe
education community’'s focus on ESEA, its passage clearly established a
new socidl commitment to the advancement of equad educational opportunity
through increased support for higher education. The "...benefits of

te

postsecondary education...” are to be made avaliable-to all "...qualified

chlaﬁieux.gnd Wolanin (1976), p. 9.

”
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students who, for the ' lack of financial means, would be unable to obtain

such benefits without..."S/ the availability of external assistance.

As an outgrowth of thg war on poverty and discrimination, public

- attention was finally focused, the financial obstacles‘to higher _
education, and public monies were targeted to people who required help g

. overcoming this barrier. ?

»

The nation's commitment to' equalldpportunity was not an invention of |

the ferment of the 1960s, but w;s, rxéher, the natural result of a o

philosophical perspective that has tun through years of American higher
.. education. The land-grant college.movement, the GI Bill, and the postwar
| én?qllment boom all worked to achieve grester access to the benefits oF .

continued education. "But in the 1960s, the concept and the ideal of

equal educational opportunlty took on new d1mensxons, a new urgency, and

a central place in pub11c policymaking for higher education. At the

opening of the 19708 it was perceived as a’ maJor part of the nation's

unfinished bus1ness."2/ LT

. What is most striking about the Higher Education Act is its
‘establishment of a "moral imperative'" to correct earlier wrongs. The
climate of the time was dominated by a new cdnsciousness—the nation
became committed to resolving many of its long-standing social ills,
-§a;ticular1y the breakiﬁg of the "poverty cycle." Such i;trospection'
affected every 8ector of the society,:including the higher educationk
community. éampuses everfwhere were forced to examine their records&fS?,

failures to extend the educational opportunities to ethnic minorities and

-
~

© , the economically disadvantaged. . ;
L - N -,
'
The result was a significant departure from the traditional" *
determinants of access to scholastic benefits. No longer was ellglblllty
to be based solely om merit. With. the exception of a vague pro%gs{on

that "evidence of academic or creative promise” be demonstrated,

\
4

« . _
' B/HLghet Education Act of 1965 Part A, Subpart 2, Section AISAQA)

9/Glad1eux and Wolanln, P. 15. -
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' elxgxbxlxty was to be based, above all, on eco&?qxc need. Whereas
A“i
- education had prevxously been called upon to megt g j national needs for

traxned manpower and to expand research, it wasanﬁp eing asked td be the

+

) great equalizer" of America's cxtzzens. ¥

thle quantitative evxdence has dot been strong in the. ahxlxtngf

eddchtxon to amallorate the effeots of poverty, Jencks 'has indicated that:
ﬁ*ﬁ‘:‘é ‘
fé fq ...educatxon&l attaznment is by far the most powerful measurable
determinant of occupational status.... While we should be wary of
g assuning that access to higher education has. a decxsxve causal effect
-~ on & man's chances of upward or downward mobg!zty, it seems fairly
likely that it does have some effect.l0/

Similarly, Schultz.contends that the provision of expanded *educational

"...been a major factor during recent decades in

opportunities has
changxng the distribution of personal’ xncome nll/ James Coleman,‘

" examining the brosd issues of educational ‘opportuaity, has pointed out
that the responsibility for such opportunity has evolved in this country -
from the passive role of prOVldlng free publxc eduoatxon resources to be
used by the family to an active respon51b111ty for creating equality of
educational scﬁ;evement.IZI Jencks, in a related context analyzisig the
effects of hxgher education on social mobility, concludeo that:

q(' . -There are, after_all; only‘two_ways to make men equal: we can reduce -
the privilege of the elite or we can increase the privilege of the '

. #  ‘nonelite.... The only practical way to move towag?s equality, then,
is to help those at the lower levels of‘socxetyh_.

¥ o

L 10”Christophen: Jencks; "Social Stratification and Higher Education,"
Harvard Educational Review, 1968, Vol. 78, pp. 227-316.

ll/Theodore W. Schultz, "Resources for Higher Educatxon. An Economlst GRS
W  View," Journal of-Political Economy, May/June 1969, Vol. 76, p. 3.

lZfJames Coleman, “The Concept of Equality of Educational Opportunlty,
Harvard Educatxonal Review, 1968, Vol. 38, pp. 7-22.

EE/Jenoks, ibid., p. 316. , | . ‘\or‘
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Clearly, this has been the intent of the Federal student assistance

N

programs which have evolved since the passagé off;hé'Higher Education Act
of 1965 (HEA-65).

' This landmark law (HEA-65) included,five ma jor components:

] the establishment of the-first program of Federal scholarshxps
for college undergraduates, the "Educational Opportunity Grants"
program, which provided grants to students ''of exceptional
financial need;"

e . the transfer of the recently created College Work-Study (CWS)
program to the U.S. Qffice of Education (USOE} where the .
government provided 80 percent of the cost of part-time jobs for
students (preference was given to students from low-inmcome .
families);

<

e renewal of the National Defense Student Loan PxOgram'14/

e  the establishment of the Guaranteed Student Loan (GSL) program

' uo ‘increase the availability of przvate capital for student
loans (for the 'students whose»fmnxli 8 had adjusted incomes of
less than §15 000, an interest subsidy Was also provided while
the student was in school), and - >

° _categor1ca1 funding for buildings apﬂ equlpmen: such as
assistance for college libraries and aid to developing
- institutions.
}

The first three programs were 'need based” as distinguished from
veterans' benefits, or from institutional scholarships given for talent

- or scademic. achievement alone. The GSL program was 1nc1uded in order to

provide support prnnarxly to middle~income families and as. s means to
diffuse the growing support fox the use of income tax credits to aid
postsecondary students. The GSL component also established the first
consumier protection legislation for'Federal support to hxgher education
which was to be later formalized in the Education Amendments of 1976.

With the exception of GSL, the student aid programsiestabliShed.under
HEA-63 used a "Campui"Based".gdministrative structure. College and

. . - . - » ( » N - *
university administrators were given broad authority to ascertain which

R
A
. e
F— ) 3 R - -
- ¢

ff;¢/1n 1972 the Educational Opportunity Grants program was modified and

renamed the Supplemental Educationgl Oppertunity Grants program ‘j%
(SEOG). National Defense Student Ldans were renamed National Direct
Student Loans (NDSL).

e ' 2.10
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gtudents needed aid and to decide how much Federal éid each student

~ should raceive.A While this approach relieved USOE of most.of the
suffim magemex_xth burdens involved in carrying out the new
commitment to equal opportunity in higher educationm, it soon gave rise to

. sérious;problens. As Gladieux and Wolanin write:

-~ The coaviction grew among the HEW planners t
for federal student aid was haphazard and incon The system
seemed.to fail...to provide students with adeq edge of the
amount. of aid they could:count on; too many cogtingencies were
‘iavolved. Above all, ‘the system seemed to violate an important
principle: that students thh the same financial need should be
treated equally. 15/ - ,) _ ¢

N . —

the delivery system

Also durzns this perxod, mxny institutions saw costs rising -faster
than their revenues, leadxng to what Cheit “referred to as a "new
" depressxanyln higher educatzon."igf The drive for equality of
opportunity placed new burdens upon~hi§her ednqation institutions to |
adapt'themselées to_a_newsand‘difféient group of students.‘JCompbunding
the problen were the growing financial crises éacins many colleges,
’canpus unrest, and a new wave of student consumerism., If any. single word
'zcan sum up the period of the early 19603 to the early\19703 it would be

"reform.' .

o

‘In need of increased revenues, institutioms turmed to the Federal
: ”»
government for ways to ease the burden. While a large part of the

academié'community, and many in Congress, favored keeping tuitions low
: 4

lgfstrence E. Gladieux, and Thomas R. Wolanin, Coﬁgress and the .
CQlleges (Lexington, Massachusetts: Lexington Books, 197 ,'p. 62. -

ls/Earl Chezt, The New Depressxon in Hzgﬁer Educatlon ‘(New Yq{k, N.Y.:
McGraw Hill, ;971), ‘

Ry
'~
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‘postsecondary education and established, at lennt for the t

;Federalxsu-how the burden of paying for hxgher education should be
shared and how control should be distributed.

and persuading the Federal government to give institutions more money, a
dxfferent approach prevaxled.rvl Reports of the Carnegie Commission
and the CommltCee for Economig DeveIOpment recommended that tuitions at
public Lnstltucxons be gradually raised, provided adéquate aid for low—
and middle-income students was made available. In principle, this would
capcure some of the :nltxon subsidies received by high-income students
and redxstrzbute those funds .to support low—income students, and to )
increase institutiops; revenues., After mucﬁ;?‘ ‘ By

Education Amendments of 1972 (EA-72) which resulted in direct student aid

debate, Congress passed the

rather than 'increased xnstxtutlonal assistance. By so doing; the Federal

governnent abandoned its prevxous‘emphasxs on""categomical"” prograns and

_sought to advance’ the concept of equal educational opportunlty. The

Federal government bécame & separate actor in the deliveéry of

direct flnanelal azd to students as the primary method of support t
higher edueatxan. ' \\\\

The debate over Federal student.aid policy during the passagé of -
EA-72 vas, and continues to be, centered on proposals for direct aid to .-
students (and/or the1r families) and aid to imstitutioms..” The

differences are slgnxfxcant since’ they touch upon serious issues of

On the side of "who pays," the concern has been related to the
ffects of what is often called "the cost spiral." It lias been contended
hat by making the student the dominant beneficiary of aid, the Federal

‘government would be creating an upward pressure ok college tuitions that

would require continually ihcreading’amouncs of Federal aid to help
students cope with the inflationary spiral. On the other hand, direct
aid to institutions often cited as the way to relieve the pressure of
increasing costs; would have the Federgl government, in effect, ~
underwritigg the nation's higher education institutioms.

e

" {

17/Howard R. Bowen, Flnancing Higher Education: The Current State of
the ngate, American Association of Colleges, 1974,

-
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~The selected strategxes also substantlally affect the extant power
relatxonshxps. If more funds are channeled to students, their choices

* . and preferences would influence educgtional dec1sxon—mnk1ng.
Alterngtlvely, a strategy of direct xnstxtutxonal support would put the
college administration in the proverbial "driver's seat." Greater
support for state programs would similarly shift the control to the state
legislatures. Related to the argument of control are the issues of

'-diversity and quality in higher education. An argument for direct
studen: ‘aid has the greater lxkelxhaod of makxng 1ns:1tutxons more
responsive to market pressures. Supporters of 1nst1tut1onal Support
counter that the only way to insure diversity and qualxty is to guarantee

* the suryxval of the greatest number of institutions (public as well as
priv&te). ] ~ '

While renewing the other Campus Based programs, EA-72 founded the
State Stu&ené Incentive Grant program (SSIG) to expand the role of atates
in providing educational opportunity, and also created a new pfograh.of
Basic Educational Opportunity Grants (BEOG). The BEOG program differs
from the Campus Based programs of student aid in that USOE, with
‘Congressional approval, detérmihes the criteria and calculations to be
used in assessing applicants' ability to. pay for education. A single
formulas is applied unxfonnly throughout the nation and, unlike Campus
Based aid, BEOGs are "portable. Once a student has establxshed his/her
‘ellgxbxlxty for a BEOG, he/she can claim the grant for use at kny .
eligible. postsecondary institution in the country. In so doing, however,
tﬁg Federal government created & dual system of student aid

administration-—one for BEOG and a second for the Cigpus Based programs,

' The result of these actions ks been the creation of a system that is
| “:.ffrustrating, unreasonable, intimidating and mysterious. Many puhf{c
officials and adminigtrators perceive it as unjustifiably complex, x
inconsistent, inequitable.- These conditiops persist in sPitg of the '

efforts of elected officials, administrators in government and education,

L 3 .
8 : }

G
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and student groups."lg/ Since 1972, both government and institutional

officials have made.fregueht attempts to- redyce this ,confusion, -

. . . . e ) .
- complexity, and inconsistency in student aid., Most notably, in 1974 the”

National Task Force on Student Aid Problems (the "Keppel Task Force")

sade an effort to deal with the apparent variation in governmental and

~ institutional practices. Francis Keppel chaired the group og representa-.

tives from the College Entrance Examination Bosrd, American College
Testing Program, private foundations, educational institutibns, state
student aid progr&ms,.and USQE. Participants limited their atténtion to
matters of administration and coordination and did not attempt to deal
with problemshof social policy and pFogram degign. They soyght to
identify steps that could be taken voluntarily by individuals and

organizations direcfly involved, rather than by the imposition of Federal

control. The fipal report of the Keppel Task Force lncluded recommenda=-
tions regarding standardization of need analysxs, Rppllcathn forms,
timing and cdordination of decxsxons, packaging, persomnel and traxnxng;

19/

and student*appeals procedu:es.

In spite of these ‘recurrent efforts to slmpllfy and systemntlze
student aid, .the d1versxty in practices still.exists. As concluded by

App‘ied Management,Sciences in our Site Visit Reports

. .

The schools sre not always llkely to fit a predetermined model of a
well=-run financial aid operation, either in the level of effort and
resources they commit to this function or in the basic knowlédge they
may have of principles of fimancial aid operstxons.... We can report
ma jor variations from school to school in size, salary levels, and
degrees of experience of financial aid personnel' in the level of
sophistication of aid packaging philosophies; in the rigor and
objegtivity of needs analysdis systems. The range of variation in
level of practice would appear to be astonishingly large. Spme

. institutions have highly reflned rationalized, explicit,

18"Hm:lem Cooper, vaersxty in College and Unxversxty Admxnxgﬁ%atlon of
ngeral Student Financial Aid, Doctoral stsertatlon, Stanford
Unxverszty, 1979, p. 13.

v “19/Francis Keppel, National Task Force on Student Aid P:oblégg. Final

Report (Washingtém, D.C.: U.S. Office of 5ducat1on) 1975.
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well-supported systems for distributing aid to studewts efficiently.
and fairly.' Others appear to have no organized sysftem of
distribution whatever, .20 R

1f a single;ﬁofd could be used to categorize our preliminary findings, "it.

would be divérsitz; Preconceived assumptions of a systematic pattern of

aid distribution do not sppear to match reality, at least on the basis of '

our esrly anslysis of ‘the &ata. This is not :o say that dlvtrslty is,
in and of 1tself a necessarily negative flndxng. On the contrary, one
would expect &xfferences to exist among schools, particularly sxn the
Campus Based programs were - desxgned to best meet the needs of 1ndxv1dual
aid applxeants. !?wever, the differences observed from one school to. the

»

next were not confined to matters of . professxonal approachi (such as

 packaging philosophies for assembling aid for particular kxnd‘)?:(f
asize

students) orngadiscretibnary prsct}ce (such as the choice to eg
or de-emphasize various Campus Based programs). Such factors were

expected to vary (and in fact they did). What vas not expected was the

extent of these varzatlons‘ the equally strzkxﬁg variance in the aid

_'offlcets budgetary and adminjgtrative support, workzng conditiens, and.

-~

kinds of student aid resources. that were availablé; and, most - r

importantly, the absence, in some cases, of»any sws;gﬁstlc procedurgs/f”i

dealing with all these mattqys. ! / "

: N —
) - 7 3 . [
{ . s

The.Fedgfﬁ}\ald programs and. their institutiongl adminisrative

striocture are vulnerable’to crxtxcs who seek to replace: a pefceived

gituation of unbrxdled dlSCt&thﬂ’wlth increased government regqlatxon,
L .
institutional admlnxstratxdn for'government adﬂxnxstratxon, BEOG for

Campus Bagsed programs; or dlrect government transfers for income tax

"expendltugpeff7 Each aew proposal for change has .seemingly attempced to

- move toward 1ncreaseé centralxzatlon in ‘terms. of both policy-setting and

program administration. In fact, adoption of a tax credit approach, like

/

. 3

3

ZO/Applxed Management Sciences, Inc., Study of Program Manag_ment

Procedures in_the.Campus-Based -and Basic Grant Programs: Site Visit
-

Report, June‘1973. , . s ‘:w,///
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that recently considered by the Congress, would have shifted the

administration of student aid from USOE~andtPQSCSecondary institutions to

the Internal Revenue Service. &

The Post-1972 Period

In the period since the passage of the Education Amendments of 1972,
the financial aid community has worked towards the refinement of the
existing system. The Campus Based and Basic Grant programs were

) fegfgirme& by the Congress thrﬁugh the passage of the Education
Amendments of 1976. Rather than electing to restructu;e the aid
programs, Congress bolstered thém with the addition of new funding. As \
- part of this legislatica, the maximum BEOG award was raised from $1400 to
$1600. Additionally, the amendments included the Student Consumer
Information Requirements. These requirements recognized the rights of
\ _ students to have access to detailéd, accurate information on’all
Federally spousored student aid programs; expanding on & theme first
. inclpded. in the GSL grovxslons of the Education Amendments of 1972.21/
Studéﬂkﬁﬂensumer Information Requirements are detailed in “Volume I,

Chapter 11 of thls report.

. &
. The contxnned commitment of the Federal government to expand the

existing azd programs is furth videnced by the passage of the dedle

. Income Student Assistance Ac? (MISAA) in 1998. At the behest of -
President Csarter, the Congress allocated sxgnlficantly more funds to each
of the Federal aid programs and made changes in need analysis formnlss in
order to extend eligibility for student aid to personnel from middle
Class cxrcumstances. MISAA also raised the maximum BEOG award to $1800
and lifted all- lncome crxterxa from the regulstlon governxng Guaranteed

Student Loans.zz/ Yy - _ »

3
-

21/The Student Consumer Information ReQquement also mandated that
. institution prcv1de enrollees and prospective ‘'students with a wide
range of information on education and career-related toplcs.

-~ -

- 2ZIA thorough dlscu331on of MISAA and its effect on students is
contained in "The Study af the Imipact of the Middle Income Stydent
Assistance Act" which was conducted by *Applied Management Sciences as

a follow-up to this study.
\
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The latest legislative step was the creation of the Department of

Education in 1979. Although it may not directly &ffect the current state
of student aid, the Department (ED, as it will be known), scheduled to
open its doors in May of 1980, shifts the location of postsecgﬁdary
programs within the Exgéhtive Branch., The Secretary of Education and the
vAssis;ant Secfetary for Postsecondary Educatioﬁ will have major roles in

shaping the future of student financisl assistance.

POLICY GOALS -~ | | /

The passage of the 1972 Education Act, as discussed aéove, created’a
basic charter for Federgl‘ﬁighet education poliey; one that.has had .
- enduring significance over the ensuing eight years. As Gladieux and
- Wolanin point cut, ",..the policy themes were largely umarticulated
during passage of the law and are only implicit in it, Otherslwere

voiced again and again but oniy in cat8h~phrases....“g§/

They identify
eight_distindq, albeit interrelated, themes: equal opportugity; student
sovéreignty} the éivision of Federal/ststg roles; Federal/state
partnership; broadening the educational mainstregm; reform and

'.iﬁﬁovation; information.and accountability; and continuity. Some of

these aims are complementary while others are clearly at'odd;. They

reflect the very nature of higher education Législation, i.g., Y

collection of values and objectives that do not reflect a coordinated or

cphe}ent ph il_oséphy .

Equal Opportunity

Above all, ﬁhe goal of equal opportunity dominates both the law and
the legislative history. The principal objective is the removal- of
financial barriers which might otherwise deter an individual from the
pursuit of education or training heyoné high s?hool. As Fife points out,

this goal has three objectives:

: ) - ‘
. to provide students access to a postsecondary education;
. () to allow students reasonable choice, i.e., freedom to select the

particular source of this education; and

23/Gladiuex and Wolanin, pp. 223-224.

;.v;;v
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® to permit retentlion or persistence, i.e., to enable the student
to pursue this education to its tonclusion.24/ : S

These are all distributive issues in that they deal with the ways in
which the benefits of student aid are meted out to individuals,

I

‘For an individugl to ‘achieve equal educatiénal'opportunity, there

- must first be available the access (defined as the student's

_participation in some form of pastsecondary educatzon) to an 1nst1tutxon

of higher education. As stated by the Carnegie Comnlssxon.
We favor, on the other hand, universal asccess for those who want to
., enter institutions of higher education, are able to mske reasonable
prcgress after enrollment, and can benefit from attendsnce.253/

Furthermore, the role of student fxnanczal aid programs should be to
ellnlnate the fxnnnclal barriers that prevent the attainment of this
universal access.zs/ As commonly 1nte:preted, this means that ’l1
students should have an "equal éhance" to sdvance their educationm, .

regardless of thelr xndxvxdual 1ntellxgence or motivation.

Student access to postsecondary education is xnfluenced by Feder&l -
polxcxes in several ways. Policies that either increase s student's '
anticipated future income stream (e.g.; sffxrmatlve action impact or i
. employment opportunxtxes for members of mlnorxty groups) or dcerease tha
costs nssocxa:ed with college attendarce (e.g., grants-in-aid,_ ‘
Ee}lowshxps) favorably affect the expected rate of return. Federal BEOG,

&

ZA[Jonathan D. Fife, Agglzxng the Goals of Student Financial Aid
(Washington, D.C.: erican Association for Higher Educatiom,
1975)’ ‘pu lo ’ 9 -

ZS/Carnegxe Coumission on Higher Education, Quality and Equalxty.
Revised Recommeéndations. New Lévels of Federal Responsibility for -

Higher Education (New York, N.Y.: McGraw Hill Company, 1970).

; 26{The National Commlsa on on Flnancxng*Postsecondary Education,

,»"

Financing Postseconddry Education in the United States
(Washington, D.C., 1973), p. 53.

»
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-SEOG, and thé State Student Incentive Grant (SSIG) progfams are one
strategy for encduragiﬁg further education for those with limited

resources,

The grant programs, of which BEOG is by far the largest, attempt to
meet .this objective by equalizing the financial barriers faced by
N : poteetial students  across familz wealth levels.° Towar& tﬁis end,

. expected family contrxbutlons from assets and xnpome are calculated, a
level of student self-help is assumed, and grants are given to offiet
d1fference¥ in family aid to the student among participamts. .Thus, Basic
Grants may be seen as an attempt to equalize toéal nonreturnable aid
(iecluding expected parental contributisn) that students receive at
similarly priced institutions. The remaining price (cost of education
uinus‘nonre:urnnble aid) that students face for their postsecondary

educatxon is assumed to be made up by ‘students' loan and work. v

-
e

A second way 1n which Federal programs may encourage. 1ncreased '
postsecondary partlelpatlon,xs to neutralize imperfections In cap al and l
.;E‘;‘ employment markets by making "self-help“ a readily available option. for
' ~- the student. The GSL and NDSL programs are designed to provide a more
adequate capital market for students whe otherwise would be unduly -
penalxzed. Work-study progre?s, by providing educstxonally related

on-campus employment, are also an important part of this strategy.

Thxrd, insofar as go/no-go dec1310ns are based on student

perceptions, improved information, advxsement, "and counseling contribute

to better informed judgments. Talent Search and Upward Bound programs
are examples of this Federal st:ategy. Other programs that assist in .
‘ feeruitment, provide career and occupational counseling, or provide
¥ supportive services:(remedfatioﬁ, veéerans' counselors), add to the
o ' Lnfor?atlon flow or help to instill confidence in students to advance
their: education. Thus, there are a variety of ways in which Federal
programs impinge on ;he access decision and help to reduce barriers to

" further education.




N

N

The second component, choice, is dependent upon the issugs of access,

i.e., before a student can choose a particdlat school or educational

, 3 . ~ . :
~ program, he/she must have access to alternatives. As Pesqueire has noted:

Equal opportunity really is a two-faceted concept. That is to say,
first, we should speak of access to an equity in postsecondary
education in terms of rates and patterns of enrollment. Secondly, we
should speak of access to and equity in types or levels of .
institutions. There are two dimensiolgevis-a-vis equality of
educational opportunity in higher education - choice as well as
access .2/ ' ' '

Implicit in the goal ‘of choice is the belief that a student's motivation -
in selecting a particular institution should be based primarily on

nonfinancial considerations. In addition, as Fife states:

Promotion of chofe also recognizes that by allowing f;eér movement
between institutions of various costs, greater- competition will be
encouraged. It is hypothesized that by increasing the dynamics of
the market-place, institutions will be forced to become more
sensitive to the student's educational needs: 'Students, on the other
hand, should be expected to select institutioms that will provide -
them with the most education for their money. This will stimulate
the less efficient institutions to reexamine their organization and
strive to become more efficient to compete with other
institutions.28 )

:

'The resuylting diversity and competition among institutions can be thought
of, then, as a secondary goal of student aid,

r

- College ghoicé4~that is, broadening the feasible set of optiod8 from
which a student selects an institution to attend--is also affected by
Federal programs. Grant-in-sid programs, such as BEOG, which base
assistance levels on thé cost of college attended, help to raise the
perceived rate of return for high tuition options. If students are to be
enableq,ﬁo select an institution that best fits their educational needs,

-

then reducing differences in cost that are unrelated to educational

Lad

EZ/R.E. Pesqueire, "EQual Oﬁpertunity in Higher Edugghion: Choice as
Well as Access," College Board Review, No. 97 (Fall 1975), p. 33.
28/pife, ibid., p. 33. ./
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prbgram or quality provides a greater measure of equaiity of opﬁortunity
to the student with iﬁmited means. Improved information and differential
assistance levels (based on tuition charges) are'sﬁrategies that broaden
the range of choice for potential students smong public and independent
hstltutlans, and between community college vocational programs and
proprietary schools. )
(

The final area, persistence, is related to the student's.ability to
" complete his/her educational objectives. Strategies affecting

persf%tence are analogous to accese‘strstegies; completioe of a course of
study can be considered to be a continuous series of go/no~go decisions
based on reevaluntxons of added costs and benefits.. /In today's world,
where dropp1ng—out or stoppgné>out are more commo&f/the concept of
persistence must be extended over eEE’peg}od//f adult life. Late
entrance, or reentrance, is becoming more common, and Federal programs
are gignificant insofar as they may .penalize, or be especially designed

to aesist, the older out-of-phase student.

The rates of return to inveatment in higher education are not linear
with respect , te the number of yeers completed. In fect, as Olson, White,
and Shefrin point out, "college should be taken as a package or not at
all due to the large, positive effect of the fourth year of college (a

possible 'sheépgkin effect'),"gg/

Yet, as is known, the dropout rates
for college students are extremely high. Using National Longxtudxnal
Study data as 4*source, of those in the high school class of 1972 who
entered community colleges in the fall of 1972, only 63 percent continued
in 1973.° Similarly, for those who attended a 4~year college in 1972,

only 68 percent continued ih 1974. .

~

A major assumptlon underlying student aid programs is . that many needy
students require financial assistance in order to remain in school.

<

29/1 gurence Olson, Halbert White, and H.M. Shefrin, ""Optimal Investment
in Schooling When Incomes Are Risky," Journal of Rolitical Economy,
Volume 87, No. 3, 1979.
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This hypothesis is supported by the recent findings of Maxwell who
concludes that, controlling for éﬁrental income, type of institution
attcndid, race and aducational cost, ".,.2id always increases ‘
persistence...aid is particularly effective for low income students who

pay low or high tu&:xon.... n30/ ¢ : )

Therefore, the :hzrd gonl that ﬂust be met for che achievement of
equal 3ducntzonal opportunity is thac of retention. As long as they are
qualified-and motivated, students should be afforded the opportunity to
pursue their education ‘to its completion. While this may seem obvious,
it has been often overlooked. Most student aid progr:ni have sought to .
maximize the breadth of the distribution of aid funds and have not ‘

provided sufficient emphasis on contxnuxng support for ongoing
studnnts 3t/ ’

Student Sovere_’gncy

Aa & corollary to the goal of ewl apportum:y, the law ndhercd to
the concept of student scvarcxgncy 1n the market for postsecondary
' education, i.e., the choices of studants’, and not znstxcutxons, are given
fxrlc priority in Federal support to higher education. While arguments

vere advanced for institutional snppogfﬁis & means of ensuring the
survival of private schools in partxcular, the legislation has clearly
articulated a desire to place the power of choice in the hands of needy
studnntt. The 1n:egr1ty of the nation's institutions, while an unportant
goal, was seen to be secondary to respoiisiveness to student needs.

P
‘/5‘ >

The Provision of Federal-State Roles ‘ )

~ The 1972 Education Act clearly reaffirmed the long-standing bouqqirx
between state and Federal authority. Proposals to underwrite. the entire
higher education system were re}ec:ed in favoy of filling specific gaps

-

30{38nes Maxwell, "Effect of Financial Aid on Persistence in College;h,
Paper presented at the Annual Meeting of the American Education
Research Association, 1980, p. 10.

1}

éifNational Task Force, 1975, ibid.
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in the existing patterns of distribiition. Eo~the extent thag‘equality of
opportunity was not being afforded to certain types of students, the
 Federal role would be to address such inequities. The states would
retain prini{? tnlponsibiiity‘for chekprovisicn of eduéatioqal sefviceé.

Federnl-Scatc Partnership

While on the one hand axtzcula:;ng support for state primacy, the
1972 Education Act slso sought to gncourage forms of Federal-sca:e
par:ncrsth. Spccxfzc:lly; it created the State Student Incentive Grtnt '
'Progrtu (SSIG) which established a chcral-state m&:chxns arrangement to / :
incresse fundxns of sta:e-ndnxnxstertd scholarships for naady sfudcnca,
the intent being to enlist the aid of the states in .the drive to achieve
the goal of equal educational: oPportun1Cy. ‘

Bro&denxng the Educatxonal Maznac:esn | ) \

. -

The Act gave tecognx:xon to nonandztxonal students and instity- -
c;ons. thle more remains to be done in this area, the e::entxon of
support to vocational programs and to-students who attend Iesa thanfull
time resultad in the Federal adoption of a broader view of postlccondary

’educa:xan :ﬁd one that was far more realistic considering the\ trend
towards Ixfetnia learnlng and the growxng emphaszs on occupaczonal

training. & Lg;
-Reform and Innovation .

-

I; sdai:iaﬁ to Broadenfhg the realm of higher education, the l§72 Act
also' established mechanisms which, albeit indirectly, would work o
encourage change in the educacxonal establzshment. As Gladxeux and
Wolanzn suggest, the intent vas that "...students, 'voting with their
feet,' will carry Federal funds into the, schools they décidg to attend.
Moreover, the adoption of the canceptvof postsecondary education gave
federallrecognitian to a broader range of options-—a bigger mnrketplace-'
within which sCudent choices cout® be exercised, thus helpxng to essure

that the basic dynanlu\of the market, competition, would work more

effectxve1¥ w32/ _ ;\a a o
~ .
égjcladieux;hnd Wolanin, p. 227, . ‘ \
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LITERATURE REVIEW

RESEARCH MODEL

>

_ The Weaknesses of Prior Reseazch

This section deals with a review of prior studies of the financial

aid system in érdeg to ylace'our_currgnt research effort in proper

‘perspective. The'fgcu:-here is ptimarily on those sﬁqdies which have

emphasized studen: outcones, the - lxterature on institutional practlces

can be found in Volume I. We begln here by’ suggestxng the general
weaknesses of prior studies and the Ways in which tie current effort is

-intended to overcome and to compensate for tRese weaknes:es. Thxs( -

'3

.'startxng point ia of considerable xnportance since knowledge in any

§
major impact on the substance and method of later research.

The‘philosophy and history which lie behind financial aid (as

described in previous chapters) hnve-alwafs‘had a major impact oq the

;resﬁlgigg research. Largely funded by Federal or state governments, or -

postsecondary inatitﬁgians themselves, such research ﬁni\sypicgl
described the gener&l goals of finéncial aid, chosen one or two of these
gaels as a ‘central focus, and ﬁt1ed to asaess whether or not the
questions that have been addressed in this manner is long. It wnuid /
. a . - . ;

include at least the following considerations: , - i

&

3.1 54 | /

| THE CURRENT STUDY IN RELATION TO PRIOR RESEARCH: THE DEVELOPMENT OF A *

'Isubstant&ve area ought to be cumhlatxve, ‘and p:xor resegf'ﬁ shculd have a

’flnanexal aigd systemrechzgved :hoge goals.' While the llst of studues an%

i
o+
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Who wants aid (at a macro level of demand)? . .
- Koan, et al. (1972),1/ Campbell and Siegel (1967), Hight
- " (1970), Hoenack (1967) Hoenak, et al. (1973), Radner and Miller
S (1970,1975), Corrgzznx, et al. (1972, Spies (1973), Jackson and
‘ Weathersby (1975), Carrol, et al. (1977), Barnes, et al. (1972,
1975),° Feldman and Hoenack (1969)..

L4

In what form do students want it? ~ --_ . ¢

&

Brugel, 35 al. (1977)," Leslie (1976), Tombough (1972).

Who recezves flnancxal ald? g

ACE Policy Brigfs (Aug. 1974), Penn and Vegll (197e), Stewart’

- (1975), Branson (1970), Schlekat (1968}, Nelson (1974, 1976),
Wagner and Tabler (1972), Lee, et al ,01975), Atelsek and Gomberg
(1977).,-

Who fails to repay the returnable portxon and why?

;‘ﬂ-k Welton (1968); Stover (1971) Bergen, Bergen and M111er (1972},
: Stephens (1977), Stockh&m ‘and Hesseldenz (1979)

¢

How does axd.affect aecess? N . > .
Sewell and Shah (1968), Cohig and Nam (1974), Tillery and
Kildegasrd (1973), Berdie and Hood (1966), Folger, Astin and
- ' Boyer (1970), Fife and Leslie (1976), Fenske and Boyd (1971),
- Fields and LeMay (1973)3 Penn and Vegil (1976), Peng, et al.
§1972), Fenske, Boyd and Maxey (1979§ Crawford. (1966) o Trent
- : 1977) '

« v

How does aid: affect scademle achxevement and persxstence’

Bsber and Caple (1970), Wenc (1977), Fieélds and LeMay (1973),
Bergen, Upham and Bergen (1270) Parker and Clark (1956), Holmes

(1964), Astin (1975) .
How does aid affect choxee?

Fxfe (1975a, 1975b), Txllery, et al. (1966), Knoell (1970),

Tuckman and Ford (1972), Fife and ‘Leslie (1976), Fenske, Boyd
\\\xnd Maxey (1979), Astin (1979) P -

a

A

¥
~1/A11 references can be found in the bxblxogrephy provided at the end
of thls chspter.f B

LY
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What will happen if the structué@ of aid is changed? _ e

' Froomkin (1978), Corwin and Knepper (1977), Carrol, et al.

(1977, Barnes, et -al. (1972, 1975}, McNulty (1973), Kirkwood
and Mundell (1975), Leslie (Oct. 1976), Congre381onal Budget
Office (1977, 1978), Rice (1977), Carlson (1975). -

. n . . . - * } . ’ .
Though the list is impressive, there are at least four areas in which

the research conducted to date has been inadequate. - - .
v .

1) E;oq-g~substantive point- of view, not enough thinking has gone ;.
into an examination of the goals of financial sid. Here the issue is not
the setting of the goals, because the philosophical and moral questions
of wbat/goals the Exnancxal aid system should try to scccmpllsh are ‘
beyond the scope of enpztzcgl research; rather, the issue is one of how
to measure whether or not the gogls have been achieved once they have
beén set. Fufghermore, once the level of gosl achievement has bgen »

determined, we should endeavor te ygasuremthe efficiency or inefficiency
with which it was accomplished. The studies listed above under the
headings of access, persistence, and choice have génefﬁlly shown thét ;
fingncial aid is successful in meeting its objectives. Yet, the measures -
of success utilized by these studies are very. rudlmentary. They hg%e

_little sensitivity to different levels of success and" there is 11tt1e
analysis of the efficiency of the financial aid system (i.e., the

'delxvery of f1nanc1n1 aid at the lowest administrative cost). To date, :
what has been Iackzng is an analysis of the overall delivery system, its
quangifiable objectives, and glternative-means available for reaching its

objectives.

25 ;'becondrweakness of prior research, similar to the first, is
that it has failed to explore the offshoots, spinoffs, and unintended
consequences of financial aid. When one takes the statéd ‘goals of a
. program as the starting point and focuses solely on those goals, one may
fail to see a host of effects which the program has that are tangengiallx
related to the basic purpose. For some pgbgrams, these unintended and
tangential outcomes can come to represent a very important part of the
program,’ often of equal qonsequénce with the intended outcomes. -

~ Financial aid would seem to fit this case.

5:.}
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Thelintent of Federdl aid is CQ*achieve greater acceés to e
postsecondary education, to increase the real choices open to gtudenﬁs,'
to reduce gttritiom, to create greater diversity in higher educatiom, to

.. 1improve, éiades, etc. . All of this is supﬁosed to occur solely on the
basis of the behavxors and choices of the student. The postsecondary
institution 18 to he completely passive in the entiré process, applying
only objective formulae to decide how the _aid will be distributed.
However, conszder1ng the suns of money at stake, the pressures of the
cu:rent educatxonal mketplme, and the potent tool which financial axd
placgs in the hands of the institutions, they may find it difficult to .
remsin passive. The 1nst1tut1ons have a great deal of discretion in
administering aid. In a number of areaa such as recruiting, .
dzs:en;nntxon of 1nfornntxan, and connselxng, it seems that some

: 1nlt1tutzcns pursue the goals of the institution even though they differ
from the goals of the aid program. Prior rese:rch.has ‘taken such a
narrow view of financial aid-—i.e., has focused so much’' on the
specifically stated goals of the'prpgram—-that it has failed to come to

grips with these aspects of ‘the real world of financial aid.

'3) The third weakness of prior resesrch’is one of methodological
approach. As shown below in Eihibi;.S.l, prior studies have largely been
of two types. The most numerous microanalytic studies hdve been
conducted with quantitative me s using indiwidual stu&entn as the unit
of analysis (cell 1 in Exhibit 3.1). These studies ihvolve a sgmple of

' students (representgtive;of an institution, a group of institutioqs,'or a8
state) whose decisions to attend postsecbndary education are gnalyzed.
The data are either direct questions about choice (subjective) qf
implicit indicators of choice (objective). The~3hcgggs‘of these studies
is ususlly to discover how important‘finaﬂcial ajd was in‘§ffecting the
choices that were made. The second most numerous seé of studies are
.qualitative studies of institutions (cell 4 in Exhibit 371). ~Hefe'the
data base is often anecdotal or experiential and the object is to
describe how the financial aid system works. The other types of

approaches that would be possible within this typology, that is,

r
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qualitative studies of individuals (cell 2) andlquantitative studies of
institutions (cell 4), aave been largely neglected in the existiné
iitérature. Although we have found a few of each type, neither of these
combinscidns has been pursued as a serious research strategy, and this
constituges a major weékness in existing knowledge about financial aid.
Over the course of this reézifth\project, our experience has cqnfinced,us
that without having each approach to finanéigl aid fullyrdeveloped,'ge '
run the risk bf having a distorted view of the system. In other words,
each a?prdach is specially suited to éxplicatg some aspect of the overall
syétem»and, thereforé, each methodology'shOuld be developed sco that we

. have a balanced view of the system.

EXHIBIT 3.1: TYPES OF STUDIES OF FINANCIAL AID

(Ve

y . . Methodological Approéch
Unit of Quantitative Qualitative
Analysis 13 _ .
. ' _ Cell 1 | . Cell 2 ]
Person , Human Capital Case Studies of
Level Psychological Students
. (The Current
Study)
, Cell 'S . Cell 4
.Institution . (The Current | Case Studies of
Level Study) : Financial Aid
) Offices .
» : \

Py 4) These considerations about methodology lead directly to the
fourth weakness of prior research. Since quantitstive and comparative
institutional studies have been so few and far beéﬁ@hn, very little
informstion and knowledge about institutional practices have been
‘generated and no clear picture of institutional practices has been
drawn. Furthermore, and as a direct comsequence of this, no i&rge—scale

.éffortehas been made to examine the impact of institutionmal practices omn
the outcomes of the financial ajd system. For.exémple, while numerous

o
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educatlon. -xhe.JUstlflcatxon for financial aid, cited in numerous : -

[ Y

studies. have shown that the amount of f1nanc1al aid is an meortant
factor in determlnlng access, few studies have asked whether,
institutional packaging procedures, or dissemination of informatiom, or

any of the other mansgement aspects of the finanmcial aid system at the -

institution level have agy impact either on the amount of aid offered or

,on access to education. Moreover,. it should be noted‘!hat in order to

address such issues, one must combine both institution-level and
individual-level data. That is, the outcomes of the finanﬁial aid ;ystém
are awards and choices at the individual level., They are the dependent
variables to be explained. One needs a repfésentativé samplé of students
in. order to measure these outcomes and, in order to measure institutional

characterlstxcs as variables affecting the outcome, one also needs a

- representative sample of institutions tied directly to the representative

sample of students.

The General Approach of this Study: A Comparison to Prior Research

The current study tries to replicate the positive aspects of prior
research, but its prxmary,concern is to address each.of these A
aforementioned weaknesses. Throughout subsequent chapters the specific

methodological responses to these problems will be outlined. There are

two- general pcinﬁs in the approach of this study which are basic to-all.

. o : 4
(#) At the most fundamental level, the data generated by this study

ave adequ&te to address two concepts of .equity. The first concept of

equlty deals w1th the role of flnanclal aid in the structure of hlgher

commission reports, legislative debates,” and in the law itself, is to
create greater access to higher education, more freedom of qpoxce in -
higher education, and a better rate of Eompletion of higbef education.
Finén?ial aid is supposed to do this by removing the financial barriers

that block access, reduce choice, and create attrition rates.

The " current study addresses one aspect of this type of equity with a
type of data that has not been available before. That is, the issue of

educational choice has been examined here by analyzing the differences

3.6 ,f “y
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and similarities between aid reclplents and nonreclplents at the same

_schools. Aiter controlllng fofxrelevant factors such as income and

dependensy status, any remelnlng dlfgerences between these twoﬁgroups can
reasondbly be attributed to financial aid. While prior studies have
addresseﬁ this,point by comparxng aid recipients to some hypothesized
norm (usually a norm of all students in the stafe), the significant
advance that this study representsfzs in having'a far more credible
norm. Following the compad;son procedure outllned above, nonrecipients.
from the same schools are a better basis on which to infer differences in
behavior” that result from the awsrd of financial aid. Thus, the first
agpect of equity whpich this stud?qaddresses, educatiagal choice, may be
called "vertical or welfare equity," i.e., the goal is to enable
1nd1v1duals with different characteristics (especially dlfferent levels
of economic resources) to recegve differential treatment in order to have
their chances to enter, choose, and complete higher edoii;ion equalized

-

by financial aid. .

The second aspect of equity whigh this study addresses involves the
operatxon of the flnancxal aid system Ltself Specifically, how do%s it
decide who gets 2id and ‘how is aid dlstrlbuted to the intended /
recipients? What factors determine who gets what type of aid and how
much? To addraess these questions, we make comparisons between aid
recipients and nonrecipients who are matched on certain 'key
characteristics (especially ﬁami1§'wealth and income) to see if similar
students receive similar «treatment in similar cireumstances. We
chdfacterize this type af equity as the equity of aid disoribution. 1t
may be considered "horizontal or administrative equity.” It reflects the
goal that we expect individuals with;similarlcharacteris&ics (especially
income and dependency status) at similarly priced institutions to be
treated in similar ways. The cbécgptualization sod'measurement of
horizontal equity in the financief aid system is an original area of

investigatioﬁ opened by this projecsp

It 1is 1mportant to grasp these two cowmcepts of equlty clearly.

Vertlcal equity suggests that differential treatment should balance out

i
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diffg;ences améng individuals. To put iF another way, differential
treatment is justifiéd if it seeks to overcome original differences.
Horizontal equity suggests that similar individuals should be treated in
similar fashion. While there is a sharp'contrést"between_the two
concepts of equity; they are not contradictory. It,is éutirely possible
to have vertical equity between categories of individuals while having

horizontal equity within categories:

Category 1 ) .
Horizontal Equity implies all
individuals in Category 1

are treated similarly N

»

- Vertical Equity implies that
individuals in- Category 1 are
| treated differently than

individuals in Catggory~ 2

Category 2
Horizontal Equity implies all - -
individuals in Category 2 are T .

treated sﬁni‘arlyf

‘ <

Of course, as suggested above, thé decision about which type of equity

for which a system should strive is a moral and philosophical question

that lies beyond the scope of research. Our job here is rather to

examine what the system actually produces (not what it should produce)

and why. To the extent possibie, we have tried to avoid prescriptiens
N

leaving such decisions to the policymakers.

(2) 1In addition to having better measures of the traditional equity
concepts of choice and distribution, this study utilizes a wide range of
specific measures for each concept. In addition to measures of the
amount and type of aid,~we have examined various mixe‘S:f aid and the

d

different packages received by different types of studéwts. Furthermore,;

€
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in order to explain“these differential outcomes, we have ipcluded a range
of institutional level data not available heretofore. In fact, this
study embodies the figsﬁ pa;ionwide, quantitative institution=level study
(thus, it is the first nationwide study to fall into’ cell 3 in Exhibit
3.1), and it is the f{;sc nationwide study to combine person~level and
institutio&~1evel data (cells I and 3). In addition, & prior report (the
Site Visit Rgport)'embodies aspects of cells 2 ég? 4 of Exhibit 3.1.

*

Individual Level Studies: Toward a Comprehensive Model of
Financial Aid ‘

-

The studies which have been previously classified as falling into the
general .approach which tests a financial aid goal (or key element
underlying that goal) have also generally fallem into cell 1 of our '
typology. That is, when we ask the questions, "Who wants aid?", "In what
form?" . . . etc., we do so with the individual in mind. Furthermore, it
has become traditionmal to divide this group of studies betweeﬁ those that
stress economic factgré and those ﬁhat stress noneconomic factors. The’
former usually involve,considerationé of costs, ability to pay, andA |
expected returns, while the latter usually involve soéial psychological
variables such as the attitudes of the student and significant others, |

the student's en%i;yd&ent, and his or her academic abilities.

For earlier studies at least, one does tend to find a specitalization
in whic¢h the re§earcg fdeﬁaed‘oh one or the other set of factors.
However, récently this specialization h&é begun to bresk down and the
distinction is probably no lomger very uséful. Most of the studiés we
would consider nonecomomic in thrust still include some key economic

variables--income, socioeconomic status, or educational cost. On the

other hand, those studies which we would consider economic in thrust have

ihcorporated-noneeohomic factors such as student ability or prior
academic experience. A distinction between studies based on objective
versus subjective data would probab1§ be more useful, though even here
the lines have begun to blur. In fact, the present research effort - -

combines all of these types of data.

3.9 . ™~
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This project sought an approach whzch synthesxzed prior studles,

rather than divided them. It has been our belief that the field of

' research in financial aid, and higher education in general, has been

moving toward such a synthesis. Thus, the goal of this\section is to
describe a comprehensive model of financial axd which seems to exxst, at .
least ;mplxcxtly, in prior researdéh. Such s model allows us to

understand the broad consequences of financial aid and, more importantly,
to understand its precise role in ‘higher educat;on in general. Financial
aid- xs oqvg,one of many - factors affectxug 1nd1v1du&1 participation in, or

the aggregste demand fo igher educatan. To put this in a common

frame of reference for evaluation research, programs ought to be assessed
in terms of what theg are specifically legislated realistically can
be expected to do. The importance of this frameé of reference can be

appreciated with respect to Exhibit 3.2, in which we identify three

EXHIBIT 3.2: AN OVERVIEW OF FACTORS AFFECTING THE PROPENSITY TO

PARTICIPATE IN HIGHER.EDUCATION

Family and = Motivation to

Psycho logical\ Attend 3
Factors -

- Propensity . Access
Facters : 5 - . ' to T fe

\’ Expected Participate Education
- Returns J

Qualxty( : . to Education

. /’ Out of
Instxtutmnal .————"“"_'_'7Pockct . Vs

Factors Cost

e

Financial
Aid
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sets of factéri, in addition to financial aid, which determine propersity
to ggrtxcxpate‘xn postsecondaty educatlon. It is by altering these
propensities at the’ 1nd1v1dual level that access to education, which is
_the most furndamental goal of financial aid, is affected. Financial aid
6perates~primarily on oniy one<“df the factors affecting proﬁénsity to
participate~-the cost of education (by lowering the effective price of
educatlon) There is a great deﬁl however; that it does not affect .
directly, including the returns to education and other motivations (e.g.,
preferences and tastes) We need to understand the relationship of
financial aid"to these other factors and we ought to evaluste its impact

1ndependent of their effects.

Economic Factors !

The role of economic factors in research on financial aid has been
greatly affected by a series of ear1§ studies into the determinants of
the demand for higher education. Employing the "human capital” approach,

. this series of studies sought to ascertain the price responsiveness of

. . fiﬂgncialﬂaid to the demand for higher education. The.purchase of an
additional increment of education was viewed as a basically-economic act,
in which the cost of that increment was weighed by the student against . .
the benefits it would yield. As Campbeil and Siegel (1967:482) put it:

é?" The‘investmeht'approach to the theory of educatiomal demand aQéerqs

. that an individual will purchase a college education if the pregent

value of the expected stream of benefits resultxng ‘from education
exceeds the cost of the education. -

The relevance of this approach to the study of fimancial aid was
compelling from two points of view.. From an aggregate point of view, it
is important for policyﬁakers to have some idea of the nature of demand
for education, since the demand for education is an important determinant
of the demand for fimancial aid. Thus, it becomes an important
determinant of the total required program appropriations. From ar
individual point of view, it 18 important to know how responsive
xndxyxduals are to changes 1n.thé‘€;sts of education. If financial ald

is to achieve it§ goal of increasing access to education, it would have

| % L]
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to be of the type and gamount that would influence choice. As Jackson and
Weathersby (1975:624) argue:

With limited public resources, public policymakers are understandably
concerned about the relative effectiveness of different financing
strategies tb6 influence individuals' decisions whether and which
institutions to attend. To estimate the relative effectiveness of
different financing strategies public policymakers need to know how
individuals respond to the various financing xnstruments that are
available. : -

Definin§ a precise economic model of the dem;nd for higher education

ks

has, however, proved to be a rather complex task. It was not clear .
" exactly what parameter was beihg sought. Some, such as Campbell and *
Siegel (]1967), Galper and Dumn (1969), Miller (1971), Hoenack (1967),

Hoenack, et al. (1973), Hight (1970), Corrazzini (1972), and Spies

(1973), sought a parameter whxch was essentially an elasticity--the prlce-'

elasticity or price: responsxveness. Others, such as Radner and Mxller
(1970, 1975), ‘Mlller (1971), Kohn, et al. C1972), Barnes et al. (1972,
1975), and Carroll, et al. (1977),. used more of aq option space Approach

in which the price respcns1veness was not fixed but "might vary with the .

other options available even if their relatxve cost is constant” (Jackson
and Weathersby (1975 636) (

‘ _The differences in the‘literatnre, however, go beyond the question of
hou;to estimate parameters; the choice of appropriate variables and their
messurement have also’not been agreed upon. .Only two of the atudies
cxted above, the two earliest (Campbell and Siegel, 1967; Hoeneck, 1967),
included only economic factors (cost and household income). Subsequent
studies began to incorporate other factors--school. type and student's
abiiity, in partiéulér. It should be noted, though, ‘that these studies
do asgree on the direction of the effects. By and Iarge; _these studies
suggest that cost is a significant variable with a negative effect on )
'demand for education. The magnitude of the effect seems to fall in the
range of -.5 to -1.5 percentage point change in enrollment per $100 cost
xncrease (assuming an income of $12,000 per year and a college cost of
§2, 000 per year (Jdckson and Weathersby, 1975:643- 647). Furthermore, the

magnltude of the price responsiveness increases as income decreases.
. e » .
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That is, lower income fndividuals are more affected by price chapges.

These are the expected relatlonshxps and they fit with the logic of using

need-based financial aid to improve access, choice, and retention..

The set of economic factors embodied in these studies falls far short

of adequate to test the complex theoretical argument underljing them.. A
simplified rendition of that argument is presented in Exhibit 3.3. The
basic logic is that returms to education will be dependent, to a

gounsiderablesextent, on expected additional income, which in turn is

‘determlned .to a considerable degree, by the market for graduates. That

market,lxn turn, is a function of the state of the economy and the

population. Within the context of studies of financial aid, no real -

effort has been made to look at the expected income aspect, and only two

studies made even an attempt at estimating opportunity costs (by

' i#clgding variables for the wage rate and rate of unemployment in the

high school student's district). The studies within the human capitai"

approach which provide a more adequate examination of the theory have not

directly‘addfessed-the.issue of financial aid and do oot seem to have

entered into the debate over financial aid. Thus, though the primary

focus in these studies on out-of-pocket costs renders them quite relevant

from the point of view of financial aid, it also limits their explanatory

power with reapect to the broader issues of therhuman capital approach.

EXHIBIT 3.3: AN ECONOMIC MODEL OF PROPENSITY TO PARTICIPATE IN HIGHER
EDI?CATION

Familial .
and : '
Psychelogical

Factors

-State of____‘_’__.—-———-—* o

the Fconomy

Expected
Additional \
Income .

&

< e : Expected . Propensity
Opportunity > Retums———-é to
Costs s  Participate
Educ*xtion !

Out of Pocke
. Cost of )
Edixcation Education
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/ Nevertheless, from the poxut of view of the present study, these
/ -economic studies establish a very important point. Cost is an ‘important =

/

/ factor ia determznlng individual participation in higher- educatxon, and

/- finm nexal aid would seem to be a logical approach to changing —

/ participation. Moreover, the theoretical model helps to locate and to

/ define the scope of questions addressed in the current study. To put
! . this matter most dxrectly, we w111 not deal with the condxtxops in the g?' ‘f
market which affect either expected addxtlonal 1ncome 23 oppor unity

costs. Since the study is a cross—-segfional approach (1.e., in erv1ew1ng

a sanpl of students at one point in txme), there is no temporal

variation in market coudxtlons. of course, we recognxze that individual :

xncoae and/or opportunxty costs-may vary. However, these 1nd1v1dual
dlfferences should be accounted faor by the inclusion of the famikial,
psychological, and 1nst1tutlonel factors included in the: model.
Individual variation in expected return, etc., ehould be accounted for by
these individusl characteristics. 1In short, market condition effects ‘on. /9
expected returns to ¢ducation are not a variable in our study. As with
,previous studies @ concept of gxpected returns to educationm drops out
of our discussiom\gltogether. We fall back to the familial and -

. psychological factors (including income), the' cost factor, and other ,

) : ' institutional factors as our ‘explanatory variables. - ..

Faemilial and Psycholﬁgical Factors s N

The fnmllxal and psychological factors that affect decisiong about
participation in higher education have long been a topic of study in most
of the soclologxcal literature. With the exceptlon of family income, an
lmportant economic factd§ the elements in the familial and paychologlcal
realm deal with the preferences, predispositions, and attltudes of the
individual., For the economlsts, these go under the heading of f
preferences and tastes but, regardless of the label, a series of etﬁdies
hgs shown that they are important factors influencing career choices.

_'The un&erlying model is presented in Exhibit 3.4. The basic idea, here,

is that patterns of sociglization, especially role models and the .

-
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expectations of significaat others (parents and peers in particular),

o establlsh predxspoeltlons toward continued education. In the broader

ocxologlcal lxterature, these predispositions are an 1mport45t aspect of
épdels of soclal mexlxty and socioceconomic life cycle (Blau and Duncan,
1967). In these models, a number of personal variables contrxbute to
mobility and career choice, with educational choices playxng & crucial
role. . The importance of socxa%lzatlon, peers, and panental expectatxons_
has been well documented é\k ali.students (Kerc§o££/and Huff, 1974; Picou
and Carter, 1976), snd for specific subsets of students (Elder, 1970;
Edwards, 1976; Gorson, Hsller, and Sewell, 1972; Gordon, 19723 Allen,
1978). However, there are conkiderablq différences in the way these
factors operate ﬁithin different groups (Picou,A1973; Algxander and N
Eckland, 22125‘Porter, 1974; Portes and Wilson, 1976; KRerchoff and

-Camppbedl, 1970) and generalization must‘ée used with considerable cautionm.)

t
$e

_—

EXHIBIT 3.4:- A MODEL OF FAMILIAL AND PSYCHOLOGICAL FACTORS AFFECTING
MOTIVATION TO ATTEND HIGHER EDUCATION -

—

Student's
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Emnmmlmt . Academic
. ~Experi ence
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of thﬂtion ; .

Stixlent
Demographics

(<,

o

-~



Other demographic and background characteristics, such as age, sex,
. and student ability have alsé proven to be important determinants of the
" propensity to participate in higher_educgtion (Birdie and Hood, 1966}
Folgér, Astin and Boyer, 1970; Cohig and Nam 1974; Wilsqn, 19793 Crain
and .Mshard, 1978). In addition, the family's sociceconomic status,
meagured in a number of different ways, has consistentiy}proven"tc be. an
- important factor (Sewell and Shah, 1968; Cohig and Nam, 1974; Tillery and
Kildegaard 1973; Folger, Astin and Boyer 1970).

' thile these are fundamental areas of agreement, an analysis of the

- details of familial and psychological factors isxgt least as divided and

,{,..
-~

chaotic as that of economicffictors. Not only are there differences
N'among studies in the variables that are.includéd, but the
-operstionalization of common 'variables differs among them as well. .
’”Exhibit'S.S contains a list of the variables and some of the different
_ways thaf they have been measured. The starred items are variables which

R ]

have been included in the current study.
- é %
e As thh the economlc factors, prior research helps to define the

.

_nature of the current tesesrch effort. We have not entered into thé

, 3;:; wé . realm of attitudes and preferences, as such, and we have not obtained any
. measures of famlly background. We have measured the objective factors
';. - ‘\whlch are generally considered to be the causes and/or consequences of
‘é;; o .those attxtudes and greferences. As with economic factdrs; we would have

liked to have hsd a c0mprehensxve toverage of all variables, but since

¥ this was not’ p0381b1e (due to the constraints lmposed by the Federal

| xregearch clearance process), we believe that the chosen variables capture

" the bulk@o_ the variation relevant for a study of fnnancxa{ aid. If a
comparison between the starred items in Exhibit 3.3 and the model in
-Exhlbxt 3.4 1is mgde, it w111 be seen that we have captured, in .

’consxderable detail, two of the main llnes of 1nfluence on motlvatlon to

-Hlly financial strength and student demographics) and we have
pWtwo aspects of the third line {student's ability and academic

experience.) .

ST 3.16
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EXHIBIT 3.5 TYPICAL FAMILIAL AND PSYCHOLOGICAL VARIABLES USED IN

B PRIOR RESEARCH STUDIES
Student Demngréghics ' Student Academic Experience
sexl/ - : College
. Aged/ Majorl
Racel/ Enrollment status-
Marital statusl/ R Completion%/
Work/historyl
High school
Type .
Curriculum
‘Student M&eivation Student Ability
Motivation - High School GpAl/
Knowledge | SAT/ACT SCORESL/ — °
Educational Plans Rank in High Schooll/
) Famiiiarity with aidl/ . College GPAL/
Parental Demographics Family Support é
Father's education’ _ Encouragement '
Father's occupation Perception of education _
Mother's education Attitude toward sacrificing for
Mother's occupation -~ college educatiom
/ \ Home environment

" Parents at hgme

Household Financial Strength

Social Economic.Status Scale
(Duncan)

-

>
«Income

Parents' incomel/

Parents' income and assetsl/

Student's incomel/ . ’ &
Student's income and assetsl/

,Bébts

, Number in colle§e£/ .
J Number. at homel
Number siblings married

Peer Group.
1 -
Support (No. in college)l/

. A/Indicases_the variable has been included if} this study.,
’ 3.17
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Institutional Factors
* { \
Within the context of the economic and familial/psychological

s:udles, a third set of factors quickly arises.” This set of factors

would unot form the basis for an independent model, but it is,

nonetheless, a dlstxnct set and one that is of conszderahle importance.
. Ihese are 1nat1tut10na1 factors affectxng the propensity to part1c1pate

and they have entered conslsteqtly into all of the studies mentioned

<

€

above.

By und- large, there are three general concerns’ in the realm of
insﬁitytional factors. The first and most obvious wsy in which
¢ institutions exhibit varistion that might affect the prépensity to
participate iﬁ higher education is in their costs. ‘There are vast
differences in educationél‘cost and these differences affect the expected
returns to education (see the discussion of economic factors). 'A secbgd
important way in which institutions vary is in their academic quality.
The ways in which academic quallty are conceptualxzed in the 11terature
and behave. 1n‘sctual adalyses, suggest that quality afﬁects the expected
_\:::jfﬁx’—h education by affecting the expected additional income (Kohn,
S¢-il., 1972; Radner and Miller, 1970, 1975; Spies, 1973; Carrol et al.,/ ™
1977; Barnes, et al., 1972, 1975). The third way in which institutional
variation affects propensity to participate is in terms of the quality of
life (Kobn, et al., 1972; Fife, 1975a, 1975b; Carrol et al., 1977). It
seems that the potential pléasurhble aspects of a college education enter
into the conQideration of which institution to aftend. We might
categorize this as an aspecf of ﬁreferences and tastes and include it
:"with the psychological factors, but it can equally be interpreted as
operating through tﬂe economic .factors. It can be argued that the
pleasurable agpect of higher education, compared to the alternative of
working, alters the opportunity costs in %avon of pursuing an education.
The enjoyment to be forsaken by not attending college makes the

alternative considerably less attractive.

These are the three basic-areas in which variation among institutions
seems to affect the propensity to particiﬁgte. .A fourth factor, however,

also comes.into play.. The location of the institution is often measured

\
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for one of two reasons (Kohn,'égtgi: 1972; Corrazzini, et al. 1972;
Astin, 1979). First, the location of the institution is a ma jor “
determlnant .of cost, bcth tuition costs (in-state, opt—of—state), and
other expenses (commutlng and/or 11v1ng away from home). However, the
total impact of lccatxon seems to go well beycnd out-of-pocket cost.
There would seem to be an independent effect associated with having
institutions of higher education available and close to home (Knoell,

1 1970; Tuckerman and Ford;, 1972; Tinto, 1973). Here the argument could
follow the lines of the abov; discussign of quality of life atithe'

’ " institution. Locatiom close to an institution lowers the céstg of

receiving education. To put it in other words, if onme ha§ to travel a.

great distance for an education, it becomes a more costly alternative.

~As with any statement of general propensities, for any specific
individual the arguments may not be relevant or correct but, in the
aggregate, they do seem to hold. The research results to date suggest
these relationships. Indeed, the research results suggest'one final note
of congiderable importance. In order for the institutional factors to
actually play a part in detefminihg the pro?ensity.to participate, it
would seem that students would have to be aware of the differegsswfmong .

institutions. In this regard the evidence is quite mixed (Bower and
; Pugh, 1975; Boyd and Fenske,.1975; Fife, 1975b), but there does seem to

. be enmough awareness on the patt‘of the students so that the connection
between institutional differences -and altered behaviors appears-in the.

R V- Iitel‘&ture.

a
0

Having established the cpnceptualljustifications for the énclusion of
institutional factors, we turn to the operationalization of those factors

-;and, once again, we find that diversity rather than agreement reigns

. supreme (see Exhribit 3.6). One of the most obvious points of difference
i on how to categorize the types of institutioms. Schemes may vary from
the most rudimentary--public/private—to the most complex--such as the
‘one presented in Exhibit 3.6. In all of these schemes there is an

ﬁnplfzit evaluative statement being made which_fs roughly as follows: .
Four-year institutions are somehow more desirable than 2-year

--institutions, which—are more desirable than noncollegiate

institutions, and within'each of these categories privates are
' somehow more desirable than publics. :

3.19
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 EXHIBIT 3.6: TYPICAL INSTITUTIONAL VARIABLES USED IN PRIOR RESEARCH
) STUDIES . 4[7

.(t ) . @

gype of Institution , o )

Private University
Private Upper &4-year
. Private Lower 4—-year . -
Private - 2=year 7
Public University
Public Upper 4~year - -
: Public Lower. 4~year
- : Public 2-year . .

. . Noncollegiate
: . ‘
. : ‘ Cost
Tuition ’ B &

_ Room and Board
v b Other: Expenses

24

' Academic Quality

¢

Average)Studeﬂt SAT
Expenditures/Student
Breadth of Offering

. ' " Number of Schools in its Category
P . " Research Reputation

Intellectual Environment

: Genergl Reputation ]
‘ . - - Selectivity

Prestige

-~

Quality of Life

Coeducation

Dormitory Space

Friendly Environment .

- Political Life

Religious Emphasis

Size '
-~

Location

. - [
Distance from Home
In-State/Out-State

I _ Wage Rate in Area
Unemployment Rate in Area

. Proprietary
) .

—

: ‘ A
- 3.20 s )
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There is prebably a basic empirical reality underlying this
evaluative assumpcion; This can be appreciated with respect to both the
cost of education and a academic quaiity. On average, both cost and 7
quality follow the general lines of the évaluativé assumption., That is,
4=-year privatee‘tend to be both more costly and of higher quality, at .

* least measured in terms of the quality variables used in prior studies
(as ie Exhibit 3.6). Quality and cost te#ﬂ to degline as we move thxgygh .
public 4-year, then 2-year schools, etc. While :his'generalizacion.
captures an empirical reality, it is~hnpoftanﬁ to recognize that it also
embodies a good deal of evaluativégjudgment and that it is a

generalization which overlooks many individual cases that do not follow
the rule.

. | ) /_\
A ] — .

We have now completed the model of institutional factors-which is ~’
pM™avalent in the literature. This model is summarized in ﬁxhibit 3.7.
In this sfudy, we have included at least one measure of each of the
N factors &:fje“we have examfned cost at great igpgth.
<L ' A
EXHIBIT 3.7: A MODEL OF INéTITUTIONAL FACTOKS AND THEIR RELATIONSHIP TO -
STUDENT BEHAVIOR . ‘ : ' :

~

Expected Additonal~
Income

Oppo‘rt untty

Cost

(rit-of-Pocket .
. Cost of

: ’ ﬁﬁgéit)’ of [ducat ion
Ivpe of » .
Institution

. Location of
the Institution

: . J3.21 r

»




o~

L ma— ann NS . - o e . .- . c ) A e

P

' <
Financial Aid

The-sgeh‘ ic characterigfics of the financial aid delivery system
itseif which have entered into the analysis of participation in higher'
education have been ver} restricted, evep when the financial aid system
itself has beepn the primary subject of the work. At best, the smount of
aid and the percent of\expénditure.it covers have not been entered into
any one_study. Taken together, the available studies cover fiv;
characteristics of the aid system, as can be seen from Exhibit 3.6. One
aspect worthy of consideration in these studies Jjs the way the outcomes

-

are conceptualized.

.

Generaliy, there have been one of two approaches taken. In the

subjective approach, students are asked what they wculd have done if they

. had not received aid. A reasonably large percentage/pf respondents have

typically said that e1ther they would not have gone to pos:second:ry
schoel, or they would have gone to a dlgferent school. Ihls has Been:
taken as an indicatic%~that financial aid has had an imﬁ;ct'on both
access and choice. When the choxce questlon is ft}lowed up by asking
where the student would go in the absence of aid, the response: tend to

y the implicit evaluative judgment embodied in the categorizatiom of

* schools\, ‘The typical results are depicted in Exhibit 3.8t about 7.5

percent (NJ7 + 5.33 + 1.16) of the students said they would change in &

EXHIBIT 3.8: PERCENTAGE OF GRANT RECIPIENTS WHO SAID THEY WOULD CHANGE
SCHOOLS IF THEY HAD NOT RECEIVED AID .

— — Prxvs:g A-anr

] 1 27

Public -‘.-Yc /
.-"‘-. ‘
/

Private 2~Yea

Public 2-Year

Source: Fenske, et al., 1379, p. 153.

b
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"downward" direction; another 1.4 percent (0.12 + 1.27) said they would
Ehange'winhin categories; only .35 percent said they would change in an

"upward" direction.

, —
'—). ‘The second approach to measuring outcomes is to take some objective
criteria and infer a difference‘which is ;Etributable to tké aid syséem. 3
~Thus, after controlling for income, one can compare the percentage of
gecipients who attend college (or a particular type of college) with the
percentage of nonrecipients who do so. If more recipients attend
-¢college, the inference is made that aid acéounts for 'the difference. In
fact, the comparisons have often been less precise than that, resting Qﬁ

a comparison between a sample df recipients and some hypothesized norm. 2

Despite the exploratory nature of thése studies it should be noted
that. they have consistently produced results which are in the expected
direction. The amount and availability of aid have been positively i

. correlated with access, choice, retention, etc. Furthermore, the studies
. do suggest & basic underlying model of behavior. If we can interpret the
specific vsriablesrt013t$nd for géneral aspects of the aid system, we -
woulgd a:gue; then, that at least five characteristics of aid are of
iﬁ&ortgnce-in affecting the propensity to participate in higher |
education. These five characteristics are: the amount, the type, the .
terms, the stability of aid, and the %issemination of information about
aid. In the research literature, the stability of.aid (i.e., certainty
of its continuation over time) and the dissemination of information seeﬁ
to be more directly related to expgeted returns——precisely’ té knowledge
of expééeed returns--thankto anything eldq. The argument is simply that
- without good’infbrmation about alternatives and a set of expectationms |
about aid in the future, one cannot calculate the cost of education and,
‘hence, one cannot make a rational choice about whether or not.the o
expected returns justify pagiicipating in higher education. In: '
Exhibit 3.9, this model is outlined.. The fo;e of program manageme
characteristics is left unspécified since the quantitative studies
- reviewed up to this point have not begun to address this area. The next
section will define the current study's approagh to management

\ characteristics. o - T

A




EXHIBIT 3.9: FINANCIAL AID FACTORS IN PROPENSITY TO PARTICIPAIE IN HIGHER

EDUCATION
. } [ Expected
$§ ‘ ' Retykns to
) Education
Dissemination of t\ ‘
Infcrmatxon
Out-of-Pocket
Costs of
- ‘ Education

' Stability of Aid /
Program / Amount of Aid

Management sesTeE———————e————— Type of Aid
Profiles . ' Terms of Aid

L ) Before we move on to that level, however, let us,;ummsrize the
quantitativé studies which have been reviewed. If we put, all the
~separate models together, we would arrive at a very complex’modei-indegd
(see Exhibit 3.10). -Such a mo&el is probably beyoﬁd proper specification
under -the best qf circumstances. Considering the nature Qf the data that

' have been gathered for the purposes of th;ﬂ,&&ﬂﬂ;, though, and tha
‘chéices that have been made about the variables to. be included, we have

.- here a much simplified model to be used 1n this analysxs (see .
| Ex&;hlt 3.11). Deapxte the sigplifications, this model is adéquate to
the task in terms of including major varrables, and it lS a good deal

" more omprehensive than any model which has been 1nc1uded in any prior

\ singl study.zf ‘ ' .
‘.-
! a
\ . S ‘ -
2"‘]In forming the model for thls study we have included the concept Aﬁ
A of ability to pay as a derivative of family financial strength and

- educational cost. ~ -

, ! %
;
| r

a~ ;
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A CO}E’REHENSIVE MODEL OF THE PROPENSITY TO PARTICIPATE IN HIGHER
EDUCATION

'y

EXHIBIT 3. 10:

Student
Home =—————> Abllxt\'*
Envirorment tudent s

' Academic ™ Family _

Parcntal &cperlmce Support Motivation

Perceptlon to Attend

Parergzrt:;éhlds of Education ducat ion Higher
Student Education | o s
memo \ > ity Access

Demographics , to to
: Participate = . Education
Financial Strength Expected _

' An
¥ * \\A o Rem Education
N .
T Income :
/ for Grads
J
State of >

Cpportunity
. the Economy “PSwply — 1 Costs

of Grads

~ ot .
Population
cve
of Bducation

\

Ins tltutmnal

Qut-of-Pocket

Costs of
Type of " Education
Institution

Location of
Institution

Dissemination of
Information 4

‘ Amount of Aid
“rogram Vznagement Tvpe of Aid
Laaracteristics . L. Jemms of Aid
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EXHIBIT 3.1l: THE WORKING MODEL TO TEST THE IMPACT OF ,AID ON EQUITY OF EDUCAT-
IONAL CHOICE ' N Co
*

Stident ,
Ability ‘
\ Student

Academic

Experience : ' '
Student ~ S Educational

Demographics . Choice

!
¢ |

. }
Family Financial f
Strength -~ t
Ability to |
Pay s t

e

Quality of /" Out-of-Pocket
Life . Costs of
k . Education

Quality of

Education
1o,

Location’
Type of

| Institution

$13 Anount of Aid
Stabl LY ———3 Type of Aid
. Terms of Aid
~N ' > Dissemination of
Program - — =7 Information
' Management ' : '
Characteristics
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Moreover, this model serves not only for-the_study;of equity of
educational choice, but also for the study of equity of aid distribution

as well. As depicted in Exhibit 3.12, the faﬁilial, economic, and
insgitutional variables become the classificatiop variables for .
_determining similarity of circumstances. The type, amount, and terms of
aid become Fhe outcome measurey which, under conditions of full I
horizontal equity, should be equal for students in similar
circumstances. Other program characteristics, especially management
practices, become, the variables which should explain any.déviations from
equity. It‘is.the§g characteristics which policy would chaige in order
to achieve horizontal equity. Thus, the comprehen#ive model forms a-
basis not only for an evaluation of the equity)bﬁAgducational choice, it

is indiSpeﬁsable to the study of the equity of aid distribution.

Management Practices

Institytions age the line administrators of Federal programs. They
h;:e responsibility for basic degisions about how students will be
treated and éommunicated with;vand about what types of students will get
d¥¢ferent kinds of aid. In "packaging," for&ple, an institution may
establish a poiiqy of giving grants to g1l eliible students and adding
" loans to the grants for the most needy. Another institution may operate
under the exact opposite polzcy, giving loans to all eligible students (a
self-hglp floor) and adding grants in cases of greatest peed. These, and
manj:bther approaches were found during the course of our cuyrrent student

aid study. stitutions also make distributional judgments about dg_4\
ot

individual cades. Some students have unusualicircumstances which
clearly fall uRder existing policies, and student aid directors must also
Hegide‘how to handle ambiguous situatioms.

Institutions perform three major kinds of tasks under the Federal
progrims:

(1) Program participation-—they~ﬁecide whether to pérticipage;
) part1C1pants forecast the aggregate aid needed by their
students, make appllcatlon to USOE, and receive and disburse

funds .

- . 3-27
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EXHIBIT 3.12: THE WORKING MODEL TC TEST EQUITY OF AIR DISL
: TRIBUTION ‘ :

Student
, ‘ Characteristics
~ Family A ~
Dissemination - ¢ Financial
Variables : Strength

‘Institutional
Variables

Outcome

Measures .
unt of Aid

Type of Aid

A — e — et —— aot en  ——— S S — — — o— — — —

Variables , Terms of Aid °

Stability of Aid

— o a— v— — — a— (ot — — — — —

Causal Program
Variables Management
Characteristics

Disseminaicion of
Information




(2) Need ana'lysis—they obtain applications from students, determine
" which appMcants are eligible for aid, calculate how much aid
eacggggplicant needs, and make individual adjustments for
unu needs., ‘ « '

(3) Packaging——they decide what amount of aid applicante will
receive from each source of aid available, including grants,

jobs, and loams, and they coordinate this Federal aid with state

and institutional aid. B
_ { . .
In addition, institutions perform many other kinds of tasks, such as

disseminating information about financial aid, helping to arrange jobs

and loans, maintaining records of student eligibility and fund

s

disbursements, collecting loan payments, and producing program

reporﬁsni/ p

One of the early findings of thi§_stﬁdy, however, was that
institufion&l practices are best chsgaéterizedgby diversity, This is not
. necessarily a negative finding but, as Cooper noted in his study of
financial aid in Califormia:

Federal student aid administration cannot be—-and should not
@e~-strictly uniform. A diversity of practices is essential because
general public’ purposes and specific program purposes are '
mul ti-faceted, and the conditigons of »implementation vary among
‘students and institutions, * The difference between desirable
diversity and undesirable fragmentatiom in administration 'is that
desirable practices- are’ effective, fairly predictable, and
equitable. Desirable diversity among policy deaisigns exhibits
purpose: it is not randdm or haphazard. Undesirable, fragmented
practices are inconsistent, not readily justified.by referemce to
standards or a rationale, and difficult or impossible to evaluate

pmpirically.&/
. - \ ) L.
- - . ®
3/willism D. Van Dusen and John J. O‘Hearne, A Design for a Model
College Financial Aid Office (New.York, N.Y.: College Entrance ,

Examination Board, 1973).

4/darlan Cooper, “Diversity in College and University Administration of
Federal Student Financial Aid, Doctoral Dissertation, Stanford
University, March 1979, p. 17.
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s This suggests tWwo prime cbjectives with regard to instifutionaﬁ&
- éw; pract1ces-effect1veness and Justlce. The first woufd; ideally, require
~ that the system for 1mp1ement1ng Federal policy be free of impediments.
',That 15, once a policy was selected, the institutional practlce would be

™

.1t could be carrled out uniformly, and in an unamblguous

“\Q.iaddltlon, any “effective admidistrative process would have to
be just, i.e., all decisions must be predictable and the reasons for them
o~ understood.sf The second facet is that persons in like circumstances
should ‘be tregted the sameféf, i.e., .there should be equality of
outcomes. Distributive justice, then, requires that if people are to be
treated dlfferently, the varlatxon\must be related to the purpose of the
. : d1str1butxon (e.g., need) and not to some Sther irrelevant condition
 bil ~ (e.g., race). )
Evidence of the effect of institutiomal ﬁoliciea, scant as it is,
e seems to indicate that these conditions are not being met We have
| already mehtioned*Applied Management Sciences' early findings regard1ng
;o dlverslty in practlces which were also supported by Cogpper's results for
. o ;' California. - ‘However,. others have provided 1nd1catldd§?that point toward
» ‘the same conclusions. Rice and Gladieux, in a report for the ColQege

Entrance Examinativn Board,l/ noted that of the estimated. 1,141
-."’ accredlted 2-yéar colleges, 23 percent were not xnﬁthe SEQG program, and

. . 40 percent dad not seek NDSL monies. Consequently, many students

ellglble for aid by law we;e unable to obtain benefits. Their

o . Q

-SfHenry J. Fnendly, The ederal Administrative Agencies: The Need for
Better Def1n1t10g}of Standards (Cambridge, MassachuEetts. Harvard
University Presl, 1962) ﬁ

T, EfEmnettq S. Redford, Democracy in the Admlnxstratxve State (New York,
ﬁlkéa~N.Y.: Oxford Universxty Press, 1969) '

-;?/LOUIS Rlce ‘and L&:ry Gladieux. Tltle IV of the Higher Rducation Act:

. , A Technical Apalysis (Washlngtbn, D. C..C)COIIege Entrance Examination
Board 1974). ~ , . ) :




institutions simply did not oJffer all the programs. Van Dusen and
Cavanaggb§/ made a study of institutionmal ad justments to ‘College
Scholarship Service's (CSS) need analysis. They found a range of 12.1
- percent to 87. 5 percent of the active cases changed among nine UnLVersxty
of Callfornla and California State University and College campuses. The
aveqage rate was 56.8 percent. Finally, & 1977 report by Smith and
Hendersomgf kndxcates*that most fxrst-txm; studenq aid recipients

across the country get only one form of aid rather than' a package.

-

"While such differences in student expectations exist among
institutions due tq'diversity in management, Federal policies which
- < address these ;perating systems are few. Although the number of Federal
regulations have increased in recent years, &he effect on changing
institutional éehé&iars has been minimal. They continue to exercise
«discrétion in critical areas of pollcy léading to significant inequities

in the" dxstrzbutlon and meact of Federal funds.

s .

The number- of examples of Lnstxtutxonal dgscretion and Federal pqlicf
are NUmMErous—-consumer information, nééd;'analysis, ﬁackaginé,
.counseling, etc. For the ‘purpases of discussion, let us look at thé '
packagxng of aid--the process of comb:f{ng -various sources of assistance

to sneet the student's need "(where need is defined as the dlfference

‘between ‘educational .costs and available family resources). On this
topic, Federal regulations remain>almdst totally silent. Ald dxrectofsn
are prohibited only froit using Federal funds to- exceed any studenf's .
need. (20 USC 1088f; 45 CFR 176.14(b).) Howé?er,.the packaging process
X ;;,eomplicated by conditions- attached to aid under different programs.

For example, BEOG grants (under 1978-79 regulations) are limited to

"
8/4illiam D. Van Dusen and William J. Cavanaugh, "Goin' Through
Changes: A Study of Institutionmal Adjustments to Central Need

Analysis. Journal of Student Financial Aid (February 1977): 25-33L

9f?at Smith and Cathy Hendersonmn, Federal Student Aid: Who Recexves It .
and How Is It Packaged? (Washington, D.C.: Amerxcan Council on
Education, 1977). ‘
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one-half cost or $1,660, whichever is less. SEOGs are limited to

one-half the total amount of aid in each package. Federal CWS\fdn&s e
- . require a 20 percent match from the institution or employer. - Once their
\ need is met, students' CWS earnings may not cause their total' aid to

exceel their need by more tham $200. Students must quit CWS jobs rather

than continue working and earnlng too much. ) ' : - .

- Furthermote, students-may have financial aid from other éources like
state aid, and this in turn may add to paékaging'complexity. The state
may determlne a.need figure different from Federal need flgures, and yet
both state and Federal governments expect aid goxng to students to be

coordinated.

Suggestions about the program'cha;acteristics and management

practices that affect the operation of the financial aid system can be .

.gathered from two sources. These two sources fall, respectively, 1n
cells 3 and cell 4 of the typology previously presented in Exhibit 3. 1.

The first is a series of studies into management practices (National Task

Force, 19?5‘ Lee et al, 1975; Cooper, 1979)' The great drawback of these -

S
.program outcomes. Thus, the program characterlstxcs and management

r practices which have been 1nspected are important only with respect to
some preconceivéd notion of how the program should work (rather than with
respect to a measure of how it actually does work). The second sBurce is
a group of ,studies which can, at best, be described as. "testimonials."

- These are statements, occasionally gathered ip a systematic fgéﬁion, by
financial aid officers and students ‘about the way the system attually
works (CSS Student Advisory Committee, 1976; Packer, 1980; Penn and

i ‘ Vejil, 1976; Marid, 1976; Von Klein et al., 1976; Wilcox, 1973-1974;
Jones, 19743 Scott, 1978; Johns and Warren, 1977; Clark et al. 1977;.
Clark, 1977; Stewart, lgvs;ﬁscakés,wn; Ryan, 1966-67; CEEB, 1976;
Burnett, 1975; Nelson, 35.23‘ 78; Stuthern Aasociéticn ochtudént
Fihancial Aid_Adpinistratorg,_gg??). Thest are hnpfessiénistic accounts

which tend to reflect thé concerns of E’partictlarﬁaudience and provide

little 'or no empirical evidence. They provide scant glues § to how

-~

studles 19 that they have been carrled out without any effort to measure



typical any of the behaviors described really are. As such, they are not
| particﬁlarly helpful i generating counsel fo? the gverall management of
f‘-\‘\‘t\ federal aid, which must necessarily stress common practices and

outcomes. The_methodological and substantive contribution of the current

.study 'is to link systematic dat; about program characteristice to

systematic data abouf actual.outccmés, to produce a more accursate picture

of the actual behaviors of the system as a whole.

- © Regardlegs of the shortcbmings of these two groups of studies, they

are a rich source of hypotheses about what affects the performance and
) _
equity of the 'financial aid system. Since these are the epinions of both

e

the coﬁsumér§§hndrthose gho make the system go,\these data are quite
relevant. In facé, $ince this is a study of thé equity and efficiency of
the system, and s?nce the measuremerit of equity is a gtudent-level
v&riablé, it might be best to start with the student point of view. The
issues about which students complain suggest a lack of equity and/or
inefficiency in the system and fall igto .seven catégories: information,
rms, counseling, financial aid Sffice structure and procedures; aid
pa kaglng, need analysis, and ihdependent status determlnatxon (css
Stutient Advxsory Comklttee, 1976, Packer, 1980). Wlthln these areas one

can ldentxfy about 40.specific Lssues (see Exhibit 13.3). Interestingly,
. ‘the flnanclal aid officers seem to agree on many of these points: the
:T4~\‘\\“, characteristics of the financial aid system about Wth? the students
‘ complain are &lso the charaeteristics that cause the financjal aid
¥ officers a good deal of concern. The aid“officers have some concerns - |

. which do not enter '_ o the consideration ‘of the students but, by and

- large, there'haé een a lively, though indirect, dialogue on most of the

issues.

) ?his agreement on the points tfat need to be addregsed would seem to
be partly-a result of the Nagional Task Force Report (the Keppel '
Commissig€3~which seems to have ,focused everyone's attention om specific .
areas, and parfly a result of phsﬂunderlying justification for the
Federal student aid program itsgt%. Tn o€§éf for t?e‘system to achieve

its ‘goals, or so fthe studeﬁ; argument goes, students must have good "
. P . . t
:‘P‘ . » R

. 'y . ’ . i - v .
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information, proper counseling, forms which are not a barrier, access to ”\\\
aid officers, etc. From the persﬁéﬁtive of the aid officer, in order for
the system to accomplish its goals, need analysis must be clarified, aid

'pabkaging philosophies muét be better articulated, staff levels“and
training must be upgraded,,eté. Unfortunately, most of the analytic
studies of management practicgs have not addressed these issues at all.
Instead} they have looked at specifioc practices with a view toward

. estdinting apd evaluating errors and/or deviations with respect to "
legislatéd policy and regulations (e.g., validation prccedurgs,.bhecks on
academic progress, éudgeting decisions. etc.). These errors and
deviations are presumed to repres!nt departures from eqnity.'-ln'

. cont:gft, it gas been t@g»centrsl‘task'of this ‘'study to creste measures
of equity and see how they correlate with actual specific program
characteristics and management spractices, regardless of whether ér not .
the program charactéristics argd \nanagement practices are deviatigns from

the letter of the regulations. C

CONCLUSION: : n o R
This brief review of the literature hés ;erved two purposes. We have
identified weaknesses in prior research, and we presented the genperal
' approach which was taken in the current research effort to overcome those 5
'weskness€s. We have also identified a large number of variables that»
o i need to be included in any future L{;dy which anal§§i; the impact of <

program characteristics and managemefit practices on the equity and

. efficiency of the Campus Based and Basic Grant financial aid programs.
v The‘specification of each of these variables and the evaluation of equity
4}“ " and efficiency in the -aid> system will be discussgd in Chapter 6 oﬁlthis' S .
report. ‘ - .o
y ‘* :
. . , » .
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EXHIBIT 3.13: THE INSTITUTION-LEVEL MANAGEMENT ASPECTS OF THE FINANCIAL
' - AID SYSTEM ABOUT WHICH THE STUDENTS COMPLAIN AND FINANCIAL®
: AID OFFICERS WORRY

I. Information

.A. Range of programs available
B. Continuity of aid ) -
C. Planning of aid co
1. alternate amounts at types of institutions
D. Dissemination in general

. ™~
T1I. Forms

A. Multiplieity
B. Difficulty o

© III. Counseling

A. Rights and responsibilities . ,
B. Options e
C. Loan counseling . ' ' : :
D. Lack of peer counseling

E. Money management

IV. Financial Aid Offices

A, Staffing .
B. Training ' ‘
v C. Salaries .
a D. Record keeping
'E. Packaging
1. Changing through college career
2. Enticements
a. Affounts
b. Bait and switch
*F, Administrative expensee_f

+

V. Aid Paékages

A. Grants ~ ' ) \
I. Alternative amounts at different institutions o )
2. Real choices ‘ ' o
B. Loans : . : ~
1. Multiple . - -
2. Grace period
3. Notice of loan-burden change
7 &, Repa?ment schedule : , _ <
.C. Work . Lo ' ‘ o
-1, On-campus search and preference C
. 2, Off-campus search by FAO
- 3. Careful job descrlptlon
' 4. Skill match

oW T ,'." §

e

- | il

1/St.ﬁu'rezci items were. raxsed by oply Fxnanclel Aid Offlcers in the
lxterstu revzewed. . 3.35 E} o
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EXﬁiBIT 3.13: THE INSTITUTION-LEVEL MANAGEMENT ASPECTS OF THE FINANCIAL

AID SYSTEM ABOUT WHICH THE STUDENTS COMPLAIN AND FINANCIAL
AID OFFICERS WORRY (Continued)

VI.

VII.

© VIII.

*IX.

*X.

Need Analysis .

A. Budgets - €/>
1. Inflation -
2. Reality basis
. 3. Program differenaes
B. Presumed savings o

C. Automatic subtraction of work
D. Varying ‘real parental contribution

Independency

A. Conditions .
B. Documentation requirements

Diate of Notification

Relationship Between the Financial Aid Office and Other Unxverszty
Offices, Especially the Admissions Officel

Computerization and gi:aif

Y

t

1/Starred items were raised by only Financial Aid Offxcers in. Fhe
literature revxewed.

IE
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. INTRODUCTION

. N
L]
~
. e " ’ ¢ l | . *
THE ROLE OF THE STUDENT IN THE FINANCIAL AID SYSTEM
[ .‘ " 7 ’ } .

- 4
The literature available on student financial aid is, by and lacge,
written from the perspective of Qé;her the institptional'admiﬁistga;qr or
the Federal bureaucfscy. Surpfisingly'little has been done from the

student’'s point of view even though, as mentioned in Chapter 3, the

‘Iegxslatx e intent has ¢learly been on . the gide of student sovere;gn;y._

_While this introductory discussion is not intended to f111 thl&ngp, it

is hoped that it will provide the reader with a better understshdlng of

“the student 8 role in the financisl aid process. For a dxscussxon of the

institution's role, see Volume I, Chapters 3 and 4, of ;ﬁxs report. S
r < o,
THE PARTIES INVOLVED o L * VO
. v ) // ..' p 4
‘The delivery of financial aid is a rather qoggl&x process involving a
flumbet of interrelated parties. As described by The N&tidnal.Association

of Student Financial Aid Administrators (NASFAA), the seven primary
parties are: | « o/ , “-..}"/
1. The étudenc,)and his/her family, who initiate éﬂ application for
studenq_ﬁxd and are responsib}é for completzng varxous forms to,
determine the student's program elxgxblllty***

2. ' The High School Guidance qdunselor, who provxdes general
financial aid information’ and xﬁformatlou on how to apply for
admission and/or financial aid at various, institutions;

3." The Centralized Need Analysis Services, which are responsible
for processing student meed analysis reports and disseminating




) 4. The Federal Government, which is responsible for legislation,
P : SR approprxatlons, and overseelng the administration of the student

~ aid programs, as well as operating the Basic Educatxonal L x///,

‘Opportunity Grant (BEOG) [program; ’

The State Agencies, which provxde funds in the form of grant, -~
work, an& loan programs to qualified students in their sts;e‘xz

6. The, Commerc;al Lending In'stitutions, which provide gudrafiteed
stu&ent loans to eligible students; and

7. The Institutions of Postseconda Educatlon, wblg ‘have the

primary responsibility for coordinating and a inistering all
. ‘Txtle IV programs, as well as other Federal tate,
1nst1tut10naL and priv 80 rces._.///

THE STEPS IN THE DELIVERY STEM

For the student, the process of obtalnxn flnancxal aid begins with -
the acquisition of lnformatxon both sbout ;ﬁ! availability of various

academic programs at postsecondary inst

utxons and his/her options with ~
regard to financial assistance. Cleaply, the key to anmeffectxve aid - , -

*.
delivery system.is, therefore, the

onveyance of accurate and timely
1nformnglon to students in order”to permlt them to make an informed
declsxon about thexr future ed dtional plans. As observed by t%e Keppel .
.‘Taak Force, '"One of the grea:est contributing factors to student

. ~ - . confusion aboutsstudent. &1d’18 the lack of good 1nfornat1on....‘g/

-

. sources of this xnformntxan are quite varied and include famzly and

'peers, state agencles, hxgh school guidance gounselors, educatlonal
ingtitutions, prxvate organxzatxons, and various youth-serving agencies

/’TA gy Ccmprehenslvy/Educatxon and Training Act (CETA) Upwsrd Bound,

etc.).

; <
‘f‘ .
-

~Next, the pyospectxve student wxll contact one or more institutions
he/she plans to attend in order to obtain admxssxon and/or financial ald
information. The student then completes the requlred application forms

e s
and forwards them to the selected institution(s) for consideration. TIf

//‘ -

™

/
1/N8t10h81 Association of.Student Financial Aid Administrators,
Fundamental Financial Aid: Self-Learning Gulde CWkshiﬁgtgn, D.C.: ‘

i7ﬁary 1980), pp. IV=3, IV-4. ///~ ]

/E/

ppel Task Force Ein&l Report, p. 54.
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‘state dssistance is also desired, the student will likely be required to

submit a separate application to the appropriate state student assistance

"‘agency. In those states which offer decentralized assistance programs,
gency prog /

the application may be sent directly to the ifstitution to which the

student has applied. 3/

. To be considered for Federal flnancial aid, the student can apply
through one or both of two p0551b1e routes. -
1) Centralized need anglysis service: . depending upon the

ingtitution's choice of need analy51s system, the student and
his/her family will complete an extensive application form

o «unsisting of all the information required to determine their

eligibility for one of the three Campus Based programs-—
Supplemental Educational Opportunities Grant (SEOG), National
Direct Student!Loan (NDSL), and College Work-Study (CWS). In
addition, if the selected system is part of the recently created
Multiple Data Entry System (MDES), the recessary data, elements’
Wwill be forwarded, at the student's discretion, to the BEOG.
processor for consideratiol for a Basic Grant award.’ -After
processing, the service retdrms a copy of & need analysis report
to the.instituti “Besign ted by the student. ‘Any *
inconsistencies4in .the dhta s ied in the application will be
~ noted and providéd to the instilution for later follow-up.

2) U.S. Office of Education's Basic Grant application .processor:

if the student chooses to apply for -a Basic Grant, he/she may
either submit a separate BEOG application (similar to the need
analysis service form) or, if available, apply through the
above-mentioned MDE system. The procdssor will -then prepare and
send to the student a Student Eligibility ‘Report .(SER) which
documents his/her eligibility for a Basic Grant. The student
wust then bring the SER to tze 1ns£1tut19n he/she plans to

¢ attend for.the calculation and dxsbursiﬁent of the actual award.

After the’ student ‘has accepted an offer ofladm;831on to attend a
specific institution and is found to be eligible for a Basic Grant,
he/she presents the financial aid offlce w;th the SER. The financial aid

officer then comblnes this 1nformat10n, along with the results of the

‘need analysls service and the state 3581stance agency's computations, to

develop an aid ' 'package' to meet the stuéent s need for fimancial

%ssisnance¢ According to NASFAA, thf& process entails the review of the

following items: /.
/
'

—

//‘ . ”

”f3/Several states (e.g., PennsyL&anla) require only the submission of

one common form from which pértinent (data’ are abstracted.
. “, '/ .

// . Ao%
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1. The student's academic status, i.e., "Has the student been  °
admitted to aa eligible prograg?" If currently enrolled, "Is
- the student maintaining satisfactory progress?" '"Has the
student completed a bachelor's dégree?"

¥ 2. The student's eligibility for ;pecifié aid programs, i.e., "Is
-~ the student a citizen or permanent resident?” "Is the student
enrolled at least half-time?" "Is the student in default on ap
loan made, insuﬁgg, or guaranteed for attendance at that
institution?" 'Does the dtudent owe a refund on gyants
previously received for attendance st that institution?" '"Is
the student eligible for funds after taking into consideration

the, statutory annual and aggregate limits of -program funds?"

} 3. 'The student's documented financial need. ’i‘he aid adninistratqr

reviews each of the need analysis doguments to verify the
©accurgcy of the data and to make any needed.adjustments when .
* - circumstances so warrant. As part of the verification process,
‘ _ many institutions require some or all of their applicants to
submit copies of income tax returns or documentation of .
nontaxable income sources. 1In additisn to this voluntary dats , \
verification, the Federal government has recently initiated :
formal validation procedures which must be performed by the
institution for those. students who have been selected by the
government for its validation. (These requirements will be
discussed later in this chapter.) ' '

As part of determining the student's financisl need, the
institution must determine the cost of education (budget), by
taking into consideration the required tuition and fees, books ..
and supplies (costs may vary due to academic program), room and
board, transportation costs, and other reasonable.miscellansous
‘personal expsmses. : ' :

“" 4. The development of the student aid package. After.complecing.

L bl the above procedures, the institution must determine the dollar

"Qf‘ﬁ"_f amounts which the student will receive from each of the programs
s N for which he/she is eligible. Normally, the final aid package
consists of & combination of grant, loan, and work dollars.

‘5.  Preparing an award letter. After all of the above steps are

e completed, the institution prepares an.award letter which is
sent to the student. This letter notifies the student of the
terms and conditions of each of the aid programs, as well as the
amount of aid he/she can expect to receive from each source. In

. those cases where the student's financial need cannot be met
from available resources, the student is provided }nformation
which may suggest altefnative sources of fundingmi

5/xasFaa, 1bid., pp. Iv-6, IV-7.
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~ Upon recemvlng the award letter the student will, if he/she has .

"sought flnancldl aid from more than one imstitution, compare the

available’ cptlons and select the choice which best meets hls/her
1nd1v1dual need. $he offer of financial aid, while an 1ntegral part of
this decision proceés, is not the sole determinant of the final choice
for many students. IE 1nvolves a careful balauc1ng of the available
alternatxd@s, consxdesing the various academlc offerlggs and campus

atsributes .as well as the cost. - ' .

\ . v
s

After the student.has selected an institution; he/she is required to
sign and return the award letter to indicate its acceptance and to

complete and have notarized the Affidavit of Educational Purpose. 1f.the

student's financial need is Cotally met by the add packsge, then there is.

generally nbthing further to be done. What is frequently the case for
some students, however, is that their needs will exceed the resources

.made available to them or' they havefto replace some or all of the

expected family contribution. These students, therefore, must expfbre

additional sources of aid. - . L ,

e

~ One such option is the Guaranteed Student Loan (GSL) program - v

:available through commercial lenders or, if the school is -an authorized

lender, through the school the student will attend. The lending

1nst1tut1on or state agency determxnes the student s eligibility for the
/

Ioan,:and submits the GSL application to the Federal processing center

fOf'endorsement._ The" Federal processing center then returns the GSL

. appllcatxon to the lending institution or state agency, which in turm

prepares the promissory note and a check for the student. -

! . ,
Once the student has enrolled, and: begun his/her selected course of

study, major functions of the institution's financial aid office will be

.

of concern: )
4 .
1) the disbursement process - involves the ways in which the
student actually receives the monies he/she has been awarded.
While this varies by progrsm and by institution, the basic -

;operations are: e
a) grant{seholarship aid—paid either directly to the student
or credited’ to his/her account; R
L]
N

o 4.5 10y
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. o _b)  loans dent must sign a promissory note and attend s
: : pre¥loan counseling session before funds are disbursed as
g above; - .
s v ©¢) work aid—student meets the requirements of the job to

which he/she is assigned and is paid at least monthly
either by check or by a credit to his/her account.

. - - 2)  counseling - the student's need for information does not end
- o with enrollment—his/her sneeds for asgistance continue '
throughout his/her educational career; -

- ‘ 3) maintaining records - the school is required to maintain
 f . " accurate aid up-to-date records on each aid recipient and to
' --ensure their confidentialty;

4) monitoring - in order to emsure that funds are beipg used

. correctly, the institutious are required to monitor the

)  student's progress in school. Once a student has graduated or
. withdrayn from school, any loans he/she may have acquirad enter
’ into the collection phase; : ’

5)  collections - following the student's departure from the school
at whicl' a loan was made, it is his/her responsibility to see
that the loan is paid back. This requires staying in contact
with the institution as well as setting up an acceptable

% . repayment plan. : o ' -

Lastly, much of this procegs is an‘ongoiﬁg affair throughout -the

. studen;'s_'eduutiqn .a_;; each student must annﬁally renew his/her
application for aid. Changes in the scope of aid p;agrsns'or ip the -
student's circumstances may greatly altér the sthdentfs eligibility
status durigf his/her pos(secoﬂéary career. - _

-

Lo



SECTION II
EMPIRICAL RESULTS-

PREFACE

-

Presented in this section of the report are the quantitative results
. of this resgarch project. These data focus upon four aspects of stpdent
outcomes: the general patterns of the déstribution of Federal sfudené
financial aid dollars; an assessment of the extent to which conditioms of
distributive equity are met; the impact of student financial add om
participation in postsecondary education; and lastly, the relatiopships
between institutional discretionary éractiées and equitable student

outcomes . ~

’
!I ‘
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THE SCOPE OF THE FEDERAL STUDENT ASSISTANCE PROGRAMS ~ s
. | ) “’ s ‘\ ¥, ‘
INTRODUCTION o ‘

Y

Before examining the dxstrxhutxve equxty 1ssuea raised in the '

precedxng section, it is 1mportant~fxrst~to gain a8 sense of the extent to .

which the Federal student assistance programs ﬁ‘ve pervaded the hxgher
education sector. ‘The focus here, then, is upon xdentxfylng the majcn

¢,

flaws of funds ﬁoth to students and to 1nst1tut10ns. \

o The staiting poxnt of this exam1nat10n must be the dlstrxbutxon of
aid as affected by the income level and dependency status of students.
Federal student aid programs are-specxfxcaL}y designed to assist theé
economically dxsedvantaged uenbers of* the student population, - 'ﬁhere z
should, therefore, be a positive correlation between the economic
barriers faced by students and the levels of Federal support which they
receive. On the“other hand, the relationshi?‘between finsncial aid and
other studgnt characteristics--gendep, race, age, Tocale=~should be
neutral.’ That is, the system ought to be '"blind" to no;econamie ‘
differences among spplxcants for aid. By examinipg the dlstrlbutxon of
aid along these dlmenSLQns, tﬁ‘\‘\one can potentially reveal ‘any lnherent
biases within the fznﬂnclal aid system which may emerge as unlntended

. consequences.

There is an additional need to exemine_(; manner in whick financial

ai&'dollers are distributed smong institutions. A significant portion_ of, "

the 3351stance which students receive is turrged over directly to xnetl-

tutfons Yn the form of “tuition, fees, and 07Pcampus room and board

-

s.1 107
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leharges._,Thus; many institutions can, and do, derive a substangial

'portion of their incomes from student'eid sources. The data-which

details this dxstrlﬁutxon may, in fact, reveal patterns of 1nd*§9ct.

subsidies to partxcular types of imnstitutions. .

¢

As a final pethodologlcel‘note, the data presented here arergeneraliy

_ referred to.as "marginal distributions."! While we realize that variables

such as race and income'are not independent, at this time we do not

~ attempt to examine such interactions. This is the subject of the

&

chapters whxch follow. T ' o s

£

OVERALL PROGRAM PARTICIPATTON:- 1978-79

3

Patterns‘of Aid Distribution to Underggaduete Students
-~

As T#Ble 5.1 demonstrates, f1nanc1al aid in 1978—79 (the year before

the implementation of the'Middle Id:;me Student. Assxstance Act) was

available to students\across a broad spectrum of income levels but, as
one would expect, it was found to be most heavily conoentreted at. the
lower end of this range. Of all undergraduate students, regardless of
income or of the choice of imstitution, almost half (43%) recéived some
form of aid‘either”from\Federai, state, or private sources during the
1978-79 academic §ear. this~involvément is, of course, related to the

student s ability to pay and institutional cost. Therefare, both thﬁ

¥

-

generally higher-cost institutions (i.e., 4-year: prlv&te and proprietary)

and most economlcally.deprxved students (i.e., incomes less than $12,000)
A

are the most likely to receive some form of assistance,
‘ ) \ :

-

With regard to the student assistance programs funded by the.U s.

K Offlce of Education, Table 5.2 underscores the fact that Federal funds

form'the foundation of all student assxstance. Of all students-receLV1ng

some form of financial assistance, £§4 percent were awarded some form of

Federal e1d‘£/. Again, the pattern of variation, vis—-a-vis income and

edncatlongl cos;;previously noted, is found to hold for the Federal

13

programs. .

e

: o § -

this is calculated from Tables 5.1 and 5.2, j.e., 43 percent received
some form of financial aid and 84 'percent of these (i,e., 36 pertent)
received Federal aid. :

‘ | | 521_08
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- TABLE 5.1: PERCENTACE OF UNDERGRADUATE STUDENTS RECEIVING FORM OF o
- : - FINANCIAL AID* BY DEPENDENCY STATUS, TOTAL FAMIL INCOM]EII AND -
‘ " LEVEL "AND CONTROL OF Ins'rmu*rmn. ACADEMIC (YEAR 1978-792
.' - o s - . . < )
P o A — . R X — R . "— -
| : A T AI..L Institutional Level and Control ’ N
: ¢ . i ! . : . — -
T ey e o . S " SCHOQ;‘S 4~Year  &4<Year ‘h 2-Yegr  2-Year . Propri-
T L e . Public . Prwatg .~ Ppblic. "Private etary
' ©©  ALL STUDENTS - & 43 4. . 's7 .- 310 4 . - 65 k
o . ) R o . . . A
o S . o . .o
. - . Dependents o . <Lt . P ‘ )
. $0-$5,999 . 80, 84 - 90 - 63 . 74 9% -
o it 86, 000 $11,999 . - 74 73 /- TR ¥ 58 .on
Lo $12_,ooof$17 999 57 - 59 - 78 28 \ss - 72
PR _. $§8,000-—$24,‘999. T 42 37 -~ 66 23, - L 43 - 54
< 7+ $25,000-$29,999 33.° 28 . 58 C 12 .39 - 51
T $30,000 or more 17 1 28 - 25. e 19
. Indepéndents .. 40 R A N
. . " - - . .v . - - -
e o0 Soufcs_.u St:udent Sm:vey., ' \ - . . R ,
v, ' - - oo .
f U Tgtal {:axable and nontaxable income. I ~ - e
S - N o ) SN - ¢ C R T
T . : ) ' LI Ul ) ‘ ' ~ ’ ) -\ N “‘ B
.. . 4TABLE 5.2: PERCENTAGE OF UNDERGRADUATE 'STUDENTS RECEIVING ANY FORM OF p.S.
. L , . OFFICE OF EDUCATION NNDED EINANCIAL AID BY DEPENDENCY ST. TUS, -
o + ' o .. TOTAL FAMILY INCOME, AND LEVEL AND CONTROL OF INSTITUTION'
" ‘ ACADEHIC YEAR 1978-79 S :
. . i ’, . N ‘. ‘ | R . .
| S ALL® * Institutional Level égd‘ Control - _
B | ) ‘ — SCHOOLS 4wYear 4-Yekr 2~Year 2-Year \“‘ Propri-
: RN o - Public Private Public Pr:i\mtt-z"ivget:aryJ
. .- 3 . - — ;f_A‘_ " - —,\"—) i
' ALL STUDENTS :, 36- 36 45 26 . . 37 . ,163
. Dependents g o , , g
- $0-$5,999 76 81 85 - 60 70 *'92
$6,000-$11,999 67 65 70 70 55 . 66
K ' $12,000-$17,999 47 49 69 021 43 66
o $18,000-824,999 %7 21 47 10 31 sl
‘ ' '$25,000-829,999 - 2} 18 40 3 16 . - 44
- $30,000 or more =~ _ -8 5 16 - . 1, 11 14 -
Independents Y, 42 47 28 43 66
7 L : .
, - Sourcet Stud:ent Survey. | « . -
L3 : . . -
- ' N }
el s
- . ’ [ -

>/
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'students with 1ncomes le¥s than $6,900 werd BEOG recidbients.

. the h;ghesf particxpatlon (slxghtly over 5@K) is found Ln the propiietary

. N

Itégen be seen .in Table 5.3 that the, Basic Grant, which ig an’ _~

Yf

Entltlement based upon a rigid need analy31s formula, is clearly dlrected .
toward the need1 st studente. In fact‘\zQ percent of aLl dependent
For

1ndependent students, about one-thlrd participate in the BEOG program.

Iﬁ’terms of varletlons across type and- conﬁtol of 1nst1tutlon attended |-*

\\.,

.
r

f
(Table 5. 4), a number of 1nterest1ng reletlonshlps can be noted. Flrst,

ichools, with the remalnxng,tra thﬂ&l institutions eiﬁggltlng an’ )
akppox1ﬁ;tely equal vate-—h b1t sbove one~fourth. Thxs is probably due
to }he greeter dependence and emphasis placed ‘upon, thrs source of

flnnncygl eld xn the proprletary sector. Second, where one would expect

to fxnd a 31mglat concentratlon of needy stidents,--in the 2iyear publlc\

in

s;ctor, the lowest rete Qf part1c1pat10n in BEOG is found 1nstead.
J
thls case, the observed outcome is probably due tol.an 1nteractlon.between

the low cost of these 1nst1tut;ons, theeBEOG $200 mlnxmum, and the BEOG

Turnlng to the SEQOG program, it can be seen ‘in Table 5. 3 that the

half-cost llmltatnmr

¢

hxghest rates-of partlcxpatlon, as expected, are éound among lower—income
students. The concentration is most denge in é-year pr1vate schgols and
proprietary schools§ presumably due to the hxgﬂ coets ssaoolated with
these institutions which g}lown g higher proportion of students to

qnnlifyéundep the "exceptfonal need" provision of the SEOG program.
A

The College Work-Study Program (CWS), on the other hand, does’ not R
have quite the impact 6h)students at proprxetary schools due largely to

the restrictions against employment in a proflt-makxng setting. Students
at 2-year institutions, both private and public, receive CWS awardg in

the greatest. proportzon, while students at Q-year 1nst1tutlons receive

cwS awards in a sllghtly lower' prﬂpprtlgn than the mean' for all students.

The most widely available form of financial assistance jn 1978-79 was

Z/‘
1v1ng thls
This is followed by state grants (15%), National

- \
Pirect Student, Loans (12%), College Work-Study CllZ)l
— \ o .

the BEOG with 29 percent of ef& undergraduate students re
form of dssistance.

and Supplemental



a
P
a

— Educatxonal Opportunxty Grants CB%) The way in which thlS part1c1patlon
' .varies by family iheome level and type of.&kstltutxon attended is dis~

played in Tables 5.3 and 5. 4. v . TN Yy e

TABLE 5.1: PERGEthGE OF. ALL POSTSECONDARY UNDERGRADUATE STUDENTS RECEIVING
v PARTICULAR FORMS OF FINANCIAL: ASSISTANCE, BY TOTAL FAMILY INCOME -
: AND ﬁEPENDENCY STATUS. ACADEMIC YEAR 1978—79 -

.

,,'. ‘ : . B

. “ . Ao R [S
Total Family Income and Dependency Status

4 - - . i
o hJ
- . . .

: . ALL. ., . o B L ' . .
‘. . STUDENTS - . Dependents " All
, , - Independents
: . - $o-- $.6,000- $12,000~ $18,000~ $25,000~ $30,000- -
C L .., 785,999 $11,999 $17,939 $24,998- $29,999 or More .
'BEOG 29 79 - 62 - 33 -t 9 5 1 32
.  SEOG~ = 9 21 .16 - - 11 4 "2 0 10 - .
© UUNDSL /12 19 22 21 13 6 2 11
CWS . 11 25 23 17 . 10 6 3 9
State 15 .31 30 26 17 « 1 5 9
- = ; v ~ ———
Sources Studént Survey. e T T
- R v .
TABLE 5.4: V. PERCENTAGE OF ALL POSTSECONDARY* UNDERGRADUATE STUDENTS

: : - RECEIVING PARTICUI.AR FORMS OF FINANCIAL ASSISTANCE BY LEVEL
AND CONTROL OF gNsTITUTIou. ACADEMIC YEAR 1978-79 N

P e
e N -

T '( ) : . ALL. . Institu@ipna; Lgx%l and Control -
. - SCHOOLS 4=~Year  4~Year ~Year 2-Year .. Propri-
‘ Public - Privat Psblxc Private etary .
BEOG S 29 29 27 26 28 53
SEOG - . 9. 9 3. s 5 14
NDSL 12 13 4 . 23 7. 20
CWS - 11 - 10 8 22 0 16 ]
State : 15 16 7 ' 27 12 . 10

- " T Y

Source: Student Survey.

»
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Table 5.3 also shows clearly that the vast.majority of state -

. financial assisﬁance is directed at students with the greatest neea. .,

However, for same‘renson, independent students seem to’'be excluded from_
receiving state grants in many cases. A possible reason for this is the
use of various local definitions of "independent" status. This results
in sbme_stueents, who are considered to be ingepeﬁhent for Federal
purpoefs,‘having their state aid eligisility judged on their parents' -

.

income, as if they were dependentj%/
r

Table 5.5 (A through E) illustrates the distribution of Federal

.student a2id funds by incoﬁe level and dependencyvstatus. Be fore

examining them, however, it should. be noted that the deta in these taﬁles .

. were obtained from student financiasl aid records. In attepptlng to

-

collect this 1nformat10n, site visit persennel encountered some student - 'Y
aid files which were incomplete, dLsorganxzed, or some combination of the 4/
two. Therefore, those students whose family income level or dependeney.

status could not be determxned from their files are included under the

heading ' unknown. ) . ) e .

toe 3 -

.

Beginning with the Basic Grant program, Table 5.5A shows. the results

' of an aid program which adheres to g strict method of determining student

eligibility, i.e., BEOG dollars are cleerly targeted toward those 1n/xhe
three lowest income’ cstegorles. In fact,; 30 percent of BEQG dollers are
awarded to dependent students with fam;ly incomes below $12,000, f "group
which comprises about 14 percent of all. undergraduate students. / :
Independent students, however, receive nearly one-third of the-funds, but
this is less than their representation in the totel population. With
regard to average BEOG swards; 8 curidus dip is shown for those dependent
students from families earning between $18,000-$24,999. The $532 average
BEOG awerd for these students is at least $170 lower than the \average
awerd in any other income category. This table also reveals that

although Basic Grants are awarded mostly to' students frdm‘lower—income ‘

v . . . »
* . -

2"New York State, for example, requires students to be 23 years of age
before they "can be cgnsxdered to be 1ndependent. . .

»
~ . -

36 :Ife



“ESTIMATED PERCENTAGE DISTRI§UTION OF, Fﬁib
ASSISTANCE PROGRAMS FOR UNDERGRADUATE S'#
‘AND DEPENDENCY STATUS: ACADEMIC YEAR 1%

RAL STUDENT FINANCIAL
ENTS BY FAMILY INCOME
‘8-79 )

v

. Total Recipients Total Awards'@l{rterage Award PERCENTAGE

- (Percentage)  (Percentage) ‘W p)ollars) ALL STUDENTS
N ""' - AL BASIC EDUCATIONAL\)PPORTUNITY GRNT ‘PROGRAM =0T
. g N . . ‘]
I
4 ' -ALL STUDENTS . . 100:0 . . 100.0 '

—

}
4
|

'1\\ .

Dependents ' _ ’. - b
P . $0-$5,999 20.2°* 23.6 | /i089_‘
e *$6,000-$11,999 2.6 26.2 1\ 996
chos 312)000"‘$17,999 s 14.1 1007 '702
$18,000-$24,999 . . 3,7 2.1 ‘ 532
$25,000-$29,999 . - 117 0.4 0.3 - | 704
¢ $30,000 or more - 0.1 0.1 I 739
Indepéndents - | o 31.3 - 31.2 ) ) 927 38.4
— ,
Unknownl/ | 5.8 5.7 |
. . " . . }
BN ©  B. SUPPLEMENTAL EDUCATIONAL OPPORTUNITY GLANT‘PROGRAg )
[ . e
ALL STUDENTS . - 100.0 . 100.0 e
. Dependents, V‘\ ' o, L ‘ )
. ) . S T
$0-$9,999 . 16.9 T 15.9 P 596 5¢
$6,600-$11.999 4% 20.5 19.1 P 592 8.
$12,000-817,999 17.6 17.5 f 628 11
. $18,000-$24,999 9.6 . 9.8 ' 650 13.
szs,oco—$z9,999- 1.9 =~ 1.9 635 6.
$30,000 or more 0.7 0.6 560 16.
Independents 29.9 327 693 384

Unknowrﬂ;/ . | 2.9 o ' 2.5

Source: Student financial aid records.

- 1/8tudents of unknown dependency status angl}’or income level,

& .
.~ ¢ - b3 “Sc7
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TABLE 5.5: EST D PERCENTAGE DISTRIBUTION OF FEDERAL STUDENT FINANCIAL
L t ASS TANCE PROGRAMS FOR UNDERGRADUATE STUDENTS BY FAMILY INCOME
- ~ AND DEPENDENCY STATUS: ACADEMIC YEAR 1978-79 (continued) -

- =

Tofal Recipients Total Awards Average Award PERCENTAGE OF
(Percentage) - (Percentage) ° (Dollars) ALL STUDENTS

o ' C. NATIONAL.DIRECT STUDENT LOAN PROGRAM 4 ~
ALL  STURENTS .. 100.0 100.0 , X
[ ‘:’;’ - ;_?- . - »
Dégencféhts o
. \J\ o »
$0-$5,999 10.6 - 9.3 722 (5.5
$6,000-$11,999 16,5 s 1446 P04 8.4
- $12,000-§17,999 18.9 . 16.9 724 T11.7
~ $18,000~$24,999 15.9 F 16,9 - 834 - -13.5
. 7 $25/000-$26,000, .  ~3.9 4.1 820 6.0
" $30,000 or more ' 2.0 2.0 746 16.4
Independents 26.4 30,2 o 951 B4 -
Unknownl/ 6.0 Ty o6.7 ]
: ‘D. COLLEGE WORK-STUDY PROGRAM
ALL STUDENTS = - . l00.0 1oojo . .
;Degendents _ : J' . }jf K '. |
$0-$5,999 16.3 1643 848 5.5  _
< .. $6,000-$11,999 ' 18.0 17.5 822 8.4
$12,000-$17,999 16.9 - 15.6 780 11.7
) . $18,000-§26,999 . 13.2 12.3 791 13.5,
- $25,000-$29,999 N . 2.9 652, 6.0 |
- . $30,000 or moxe / 1.9 - 1.6 696 - . 16.4 \
\ _ Independents o 2207 27;{; 1018 38.4 _/JKJ
| Unknownl/. 7.2 1 6.5 * e

Source: Student financial aid records.

lKStﬁdents of qgkﬁoﬁn dependency status and/or income level,
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' [ TABLE 5.5: ESTIMATED PERCENIAGE DISPRIBUTION OF FEDERAL STUDENT FINANCIAL
: - . ASSISTANCE PROGRAMS FOR UNDERGRADUATE STUDENTS BY FAMILY INCOME

AND DEPENDENCY STATUS: ACADEMIC YEAR 1978-79 (continued)

-

- » A 'Y

, Total Recipients Total Awards Average Award PERCENTAGE OF

L, . S ‘(Percentage) (Percentage) (Dollars)  ALL STUDENTS
L E. UNDUPLICATED COUNS-FOUR FEDERAL PROGRAM < .
3 . - - ‘
| ALL STUDENTS 100.0 100.0
oot Dégendenﬁs | '
N oo ‘ A
i b $0-$5,999 16.8 18.4 1587 5.5
S ER > $6,000-$11,999 20.6 21.4 1498 ) 8.4
. $12,000-$17,999 14.7 13.8 1347 11.7 .,
: B . $18,000-$24,999 9.1 7.8 - . 1244 13.5
- . $25,000~$29,999 2.3 1.7 1089 6.0 °
}- ‘ $30,000 or more 1.1 0.8 1005 16.4
! _ IndePendents 287 30.3 1526 38.4
~ Unknownl/ 6.7 . 5.8 B
' S )
;' 3 " Sodrce: g&::ﬁnt finahc%gl éid'records. )
' s l/Studenﬁs ©of unknown depenhency status and/or income leveil. "
A 4 '- y - ‘ ‘ ) * ¢ = LY

. h eholds, the “aeed analysis formula is flexible enough to take into
« accouniﬁfactors aside from lncgme (e.g., family size and assets) in

. -
N Ealculatlng the eligibility of students from certain upper-xncome
< households. o - ) vor
S oo The way 'in whlch SEDG funds are drstributed (Table 5. 2?) 1nd1cates
(\ wtha€'§he program has been able E//féach out to students across a wider

spectrum of income -levels. than the BEOG program. While the’ msgorlty of -

v .~

. SEOG dollars ‘are funneled to- studentd from famllles wlth incomes under -

e $18 000, almost 10 perdent of SEOG funds are allotted to students from'

h S
familieg whose incomes range between $18,000 and $24, 999. Again, even .
though indépendent s&udents clalm approximately one-third of the avaxl-
Gaie funds, they are still underrepresented. The average SEOG award
/s . . . ' . _ ¢
~
L .
L s |
oy § ®
y N 115




is relat vely'consistent except that the average for independent ‘students

is siggificantly higher. This may indicate that aid officers are using

.théir SEOG funds to assist those students with higher-than~averaée costs

of gﬂucatioﬁ (i.e., academic year budget) In general, "institutions
~ap?ear to be attemptlng to Spread their SEOG money, around to the widest
n#mber of students. ,

/
¢

/. . The self-help components of the Campus‘Based aid programs, National
/_Direct Student Loans and the College Work-Study Program,tshcw slightly
dlfferent dlstrlbutlon patterns from the SEOG and Basic Grant pragrams.
To begxn with, the distribution. of NDSL funds (Table 5.5C) exhlblts a
patterm which most closely approximates the distribution of all
students. The majority of the funds are awarded to students from
families with idcomes below $24,999, with independent students again
receiving & disproportionate one~third share of the awards. Signifi-
cantly, av;naller proportion of the need1est students ($0-$5,999 family
income) receive NDSL loans than their counterparts in the next three
highest income brackets. The average NDSL award for dependent students
rax;ges from $704 to $834 ,, with the highe% averages being noted for
students from families with the highest incomes. This suggests that
financial aid officers m%§ht be awarding NDSL funds in'aigordance with
their perception of students’ abi}ity to repay. Independent students,

however, face the greatest NDSL burden, averagiﬁg §951 per recipient.

- e distribution. of dollars ih the CdllegeVWork—Séudy Program ig
spread quite evenly amoné the lowest four income categories of dependent
studenti. As 'Table 5.5D indicateé, slmost two—thirds of (WS awards are
distributed to dependent students from families whose incomes are below
$24,999. The average awards for these students generally increase

.inversely to the income level of the student's %émily. As with the NDSL
awards, eligible independent students are, on dverage, forced to bear ~
.;éfewhcurp of employmeg 'hroﬁéhout&the academic year than tfeir

"dependent counterpart

.

Finally, Table 5.5E provides the undupiicatgd distribution of Federal

-student assistance; i.e., the actual number of Federal aid recipients

~

v . X * i
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L} ) . , -
regardless of whether they%received gid from one or more sources. The
patterns which have been noted sbove are reemphasized here. In line with
the need~based awarding of these ftnds, the average totalfof Federal
assistance which students receive decreages inversely. to the level of
family income, with s;udents from families with incomes below $12,000
receiving the greatest proportion (42.3%) of Federal aid. indepéndent
studeﬂt; receive ,a relatively hi erage student aid award; but as
previous data have shown, a large‘ p;rtion of these awards are comprised

of self-help support.

-

Patterns of Aid Distribution to Institutions

Although the Federal student aid programs are designed priﬁgrily to
provide students with additional financial resources, Table 5.6
(A through E) indicates that these programs also indirectly provide funds

to the institutions these students attend.

I? examining the first table (i.e., Table 5.6A), one can clearly see
that the distribution of BEab-recipieﬂts‘is closely in line with the
overall distribution of ‘postsecondary students. "What is interestiné
‘here; howevef; are the differences between the distributions of BEOG .

¢
'rec;pi nts and BEOG dollars that is thé result of both differences in

.‘\'

cost—df attendance and thé so-called half-cost limitation. For examplé, '

the percentage of awards funneled to the generally low-cost 2-year public.

schools is lower than the percentage of recipients (25.6% vs. 29.22) at

these institutions; at the higherLCOst private 4-year and proprietary

schools, the trend is reversed.(l7.7z vs. 20.8%, and 8.8% vs. 10;122,

The drop in available funds at 2-year public schools may also reflect the
' number of part-timeAstudenps who*attend these schools and receive reduced

BEQG awards due to their less-than-full-~time status.

Turning now to Table 5.6B, it is apparent that the nature of the SE0G
program, and the regulations which ‘govern individual SEOG awards, do much
determine the distribution of SEOG funds. Supplemental Educational

. Opportunity Grants are intended for students who can demonstrate

PR 15.11- ‘ ot



) Y . « -
. -4
TABLE 5.6: ESTIMATED PERCENTAGE‘DISTRIBUTION oE FEDERAL STUDENT FINANCIAL
‘. ' ASSISTANCE PROGRAMS FOR UNDERGRADUATE® STUDENTS, BY LEVEL AND
. CONTROL OF INSTITUTION: ACADEMIC YEAR 1978-79
EN ' ' i

Total Recipients Total Awards AVEraée Award PERCENTAGE OF

. e (Percentage) (Percentage) (Dollars) ALL STUDENTSL/
. . ‘\ -
| A. BASIC EDUdz(TION}L OPPORTUNITY GRANT PROGRAM
o "ALL SCHOOLS " 100.0 100.0 © 100.00
. PUBLIC: - :

) 4~Year ‘ 42.2 41.0 902 38.9

L ] ~ . .
PRIVATE: ‘ ' . :
4=Y ' 17.7 20.8 1091 o 18.1
- 2-Year . v 2,1 - 2.5 ‘1117 1.1
. . N Sx . . ™~ R
pxopnmAﬁY . 8.8 ' 10 1072 11.0

1

' B. SUPPLEMENTAL EDUCATIONAL OPPORTUNITY GRANT “PROGRAM

ALL SCHOOLS = 1000w - ' 100.0 D 100.0
! ) ) . - ' .
L s ]
- PUBLIC: ' .. _ : :
. 4~Year ® 384 32 e <! 3.9
- 2=-Year - . 17.4 16.2 590 30.7
PRIVATE: - 4 | ) -
- : 4~Year 29.1 30.4 " 665 ©18.1
‘\ * Z-Year 2 . 3 1 - 6 432 1 . 1
6 C 674, 110

PROPRIETARY - 12,8 13.

Source: Student flnancxal axd records.‘

1/Data obtaxned from National Center for Educatlon Statlstlcs, Full
Enrollment in Higher Educatiom, 1977.

v
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ESTIHATED PERCENTAGE DISTRIBUTION OF FEDERAL STUDENT FINANCIAL ¥
ASSISTANCE PROGRAMS FOR UNDERGRADUATE STUDENTS, BY LEVEL AND

CONTROL OF INSTITUTION:

ACADEMIC YEAR 1978-79 (continued)

7
. Total Recipients Total Awards Average Award PERCENTACE OF

(Percentage)

(Percentage) .

(Dollars)

ALL STUDENTSL/

L3

-

C. NATIONAL DIREC® STUDENT LOAN PROGRAM

Source:

" ALL scudols 100.0 100.0 . . 100.00
. | ,

PUBLIC: |
4=Year 43.3 39.6 744 38.9
2-Year 9.2 7.7 684 30.7

) o »
[ ]

PRIVATE: . ‘ o
4~Year . 36.1 g.0 -~ 878 18.1.
2-Year 1.5 1.5 ‘678 1.1

‘ »
PROPRIETARY 9.9 12.2 1008 11.0
R ' D. COLLEGE WORK-STUDY PROGRAM
ALL SCHOOLS 100.0 - 100.0 100.0
. i‘ -

PUBLIC: o
4~Year . 35.5 37.2 885 38.9
2~Year » 23.7 26.2 934 30.7

PRIVATE: - o
2~Year 4.1 3.4 700 1.1

PROPRIETARY 0.3 . 0.4 1166 1.0

i
Student financisl aid records.

fData obtained erm National Center Fowm Education StatlsthS, Full
Enrollment in ngher Education, 1977. ,

LI 5.13



TABLE 5.6: ES?IMAIED PERCENTAGE DISTRIBUTION OF FEDERAL STUDENT FINANCIAL

ASSISTANCE PROGRAMS FOR UNDERGRADUATE STUDENTS, BY LEVEL AND
CONTROL OF INSTITUTION' ACADEMIC YEAR 1978-79 (contlnued)

AL

PN

" Total Reciéiénts Total Awards Average Award PERCENTAGE OF
(Percentage) (Percentage) (Dollars) ALL STUDENTSL/

“E. . UNDUPLICATED COUNT~FOUR FEDERAL PROGRAMS

. .. X .
ALL SCHOOLS 100.0 100.0 . 100.00
PUBLIC: . .
ﬂ‘Year . ) 41 3 0&.\ v . 40 Ql 1409 - 381'9
. 2-Year 25.4 20.9 1189 - .. 30,7 \g
PRIVATE: Cot | L o
4~Year 23.4 27.4 . 1694 18.1,
. v . , ) S .
PROPRIETARY . 7.8 - 9.3 1709 11.0
Source: Stﬁdent finanCQal aiﬁ regcrdé, . | F .

. , - _ 2 )
1/pate obtained from National Center for Educasfon Statistics, Full!"
Enrollment in Higher Educatiom, 1977. -

+

except; 1 need" which, as defxned in the reguiﬁtxons, is dependent

upon the smount of other axd the student is recexvzng, 1.e., SEOG cannot

exceed the total of all other fxnancxsl qpsxstance. Qne would there-
fore, expect.the dlatrxbutzon of SEOG recipients. and awards to reflect
both the distribution of finshcially needy students (e. 8 ‘family wealth
and/or educational cost) and the relative dxfferences in an institution's
ability to "match" SEOG swards. As shown in the data, approximately-
two—thxrds of both the recipients and é@e sawards are cnncentrated in the
&-year lnstztutxons. Since 4-year schools are more lxkely to psrtxcxpate
~Ln the Campus Based progr&ms, and thus have the resources to meet this
matching requirement, this skewness is not surprising. In addxtxon, the
high cost of attendxqg A-year private schools contributes to the

5.14
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S an .
S relatively high leVel of SEOG awards at these schools. As a final note,
| the extraordxn&rily low average of SEOG awards at 2-year prlvate schools
. should be rev1ew§d with some skept1c18m. This is largﬁly a ;esult of the
. - small nUfPer of these cases from which data were gathered. f;
The d1str1butlon of reclpxents of National Dlrect Student Loans is
* prlmarf!y a funcfion of the adm1n1strative abxlxty of 1nst1tut10ns which
. -students attend. That 13, due to the hlgh wvork burden which the NDSL
> ot program 1mposes on- part1c1patxng 1nst1tutlons, not all schools can, or
;w13h to, devote the resources which must necessarily accompany thelr
partxﬁigatxou. Accord1ngb§, Table 5.6C° clearly indicates that . the vast
naJorrty Qf«NDSL dollars and recipients are located at the 4-yesr -
1nst1tut1ons. Interest1ngly, those proprletary schools which distribute
NDSL loans do so at a sxgnlflcantdy hlgher amount than all other schools
($1,008 per recxpxent) This is likely due to their hlgh cost and their
limited &blllty tohpfgér other kinds of gtudent assistance. Fqur—year
priQate schools élso:awgfd higher amounts of loans than other schools
~  ($878) which, again, shows the influence 'of high-cost schools.on

i students' loan burdens. °: N ' \\'

The other hslﬁ of the self-help component of the Camppus Based
SR programs, the. College Work-Study F;ogran, is ut111zed by institutions in
varying degrees. Nearly all (95.6%) of the tota} pool of CWS recipients
are found in 4~ and 2-Yéa; public schools and the 4-year private
schools. These schools have fo;nd it teo their é&vantage to reduest as

¢ .
much CWS fundin% as they can from USOE since, for many imnstitutioms, CWS

S

workers provide a ready resource of subsidized labor'whiqh can be used to
support a wide variety of campus programs and activities. The limited
number of CWS eligible employment opportunities at proprietary

3/

schools=' results in a low rate of participation in the CWS program.
The average work—-study award at publitc schools appears to be higher than .
those at private schools despite their gemerally lower cost of-

2

CX

3fStudents rece1v1ng CWS monles cannot be employed wlth‘proflt-maklng
organizations. .
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attendance. This may result in students at puBllc.achools having“a,ﬁuch
greater proportion of their needs met through work-study commitments than
,\\trom deferred‘earninga_?i:e;, loans). | - f ~
‘Table 5.6E summa;:eea the unduplicated distribution of Baslc Grant _
and Campus Baaed student aid by type and level of 1nst1tutlon. Althoogh

the table presenta no new information (when viewed in ‘context thh

; Table 5 6 (A through D)), it does illustrate some of the ba51c results of

. the Federally financed student aid programs. The most evident resulf is
that prlvately controlled 1n§t1tutldhs (including prOprletary schools)
recelve a hlgher proportion of the total of Federal student aid dollars
than do publxcly supported schools, when viewed in terms of the GVerall
dlstrlbutlon of g1l Federal aid recxpxents.' At b~year and 2-year public
institutions the percentage of total awards is less than the . percentage
of total.reclpxents, while at 4-year private and proprietatry scheools this
trend is reversed; 2-year prxvate schools show virtually no dlfference .
between the percentages. Examlnlng the average awards per rec1pxent

-~ reveals that the Federal government is subsldleng students at
proprietary schools at a hlgher rate than at any other type of
1nst1tutxon. '

PERCENTAGE OF FEDERAL AID RECIPIENTS WHO RECEIVE OTHER FQRMS OF AID

;Wﬁile-the previoos.eect}on gxamined the distribution of Federal aid
dollars and recipients, thiaidi%cusaion focuses on the ways in which the
various Federal aio programs interact both with each other and with other
forms-of_direct student support. As ‘guch, the percentage“of Federal aid
;%%?recip(eata who also received other forms of aid is examined according to
=the following combinations: the percentage. of BEOG recipients who
received aid from other sources, and likewise, the percentage of SEOG,

"

NDSL, and CWS recipients who recexved aid from other sources.

ggOG Recxpzents

From an examination of the aid diatribotion across institutions in
Table 5.7, -several consistent trends can be detected. Thesge trends are

- = summarized below aceordxng to grant loan, and work outcomes. .

- R 5

¢

—
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A. . SEOG: ‘The'percengage.of BEOG recipients who were awarded
" SEOG money is greater in private schools than in public

schools, At both the 2-"and 4-~year: levels, private schools
have a greater percentage of BEOG students with SEOG awards
than their publlc counterparts. Indeed, the hlghest
percentage (46) is for independent BEOG" students in
proprletary schools followed by the 4-year privates. This
is due to the generally higher cost of these schools as
compared to public 1nat1tut1cns. Y

B. State-grents. As with the SEOG, the pefcenfage of BEOG
“students with state grants is higher in private schools at’
both levels than in public schools.. The pefcentage is

"TABLE 5.7: THE PERCENTAGE OF BEOG RECIPIENTS WHO RECEIVE OTHER. TYPES OF AID:

- ®  ACADEMIC YFAR 1978-79 | ‘

. . . /f

. s ' s .

¢ ' Institutioﬁel'Level and antrol
) - ' 4~Year 4-Year 2-Year 2-Year Propri-
~ . Public - Private Public Private etary
A. Dependent §tudents
SEOG : . 22.0 34.2 14.3 24.9 28.1
" NDSL . -, - 29.0 T 49.9 8.6+  23.6 32.7
CwWs : 21.7 o 48.3 32.2 51.1 . 1.8
GSL ) ‘ 4.3 11.7( 0.8 244 18.2
State Grants. , 32.9 41.2 10.4, - 39.0- w85
Institutional Grants 10.0 . 21.5 - 0.6 17.9 1.3
Other Loans ' 0.8 2.6 0.5 3.0 3.8
BEOG Only 31.5 11.6  S51.0 8.1 346
. ‘B. Independent Students ' .
SEOG .20.9 35.4 13.7 16.0 _ 46,0
.NDSL ) . 37.4 39,0 F 11.6 7 17 .4 51.0
Cws ’ . A 31.3 3?02 1809 2606 0.4
GSL * ~ &06 12.6 },QA 10'3 ' 9;6
State Grants . 24 .4 - 29.1 J10.1 24.3 - 2.3
Institutional Grants 7.9 13.8 0.3 2.7 0.1
Other Loans 0.8 3.8 1.2 3.3 2.2
BEOG -Only ~ 31.5 17.0, . 58.6 . 33.9 .25.8
Source: Student financial aid records. )
L4 * .
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- Loans

A..

N |
relatively low, however, in both the propriéﬁéry and 2-year
public schools (less than 10¥). This can be explained, in
part, by the existence of several state grant programs
which provide financial incentives to students sttending

private schools (e.g., Indiana's "Freedom of Choice"
Program and the Georgia Tuition Incentive Grant). -

Institutional grants: Consistent with the above findings,
the percentage of BEOG students with institutional swards -
is greater inm private schiools than in public and propri-
etary institutions.  Instjitutional grants in 2-year public

.and proprietary schools are practically nonexistent while

private institutions are able to draw upon theigﬁendowments
and higher tuitions as sources of institutional financial
aid dollars.. » o

i

-

NDSL: The percentage of BEOG students who received NDSL is
greater in-private schools than in public schools. At both
the 2- and 4-year levels, private schools have a larger .
percentage of NDSL recipients than tHeir public counter-

.parts. Proprietary schools also have a very high ‘.'f
percenggge of NDSL awards to students, exceeded only by

B..

C.

4-year g§ivate institutions.

GSL: Practically speaking, the percentage of BEOG students

with GSL loans.is almost nonexistent among the public

schools. This may, however, be due to our inability to

collect accurste GSL data from students': financial aid

records. From the available information, though,. it can be \

seen that the percentage is far greater in private and in- - )
proprietary schools. Institutions which do not- participate R
in the Campus Based programs (which include & large number =~ °

of proprietary schools) would tend to have larger numbers

of students seeking GSLs as the only means available to

meet educational costs. The high proportion of BEOG )
recipients, who are also GSL recipients in private schools, .
indicates that the available programs are unsble to meet

the full cost of educdition at these high-cost institution¥.

Other Loans: As with the above loan outcomes, the
percentage is greater in private and proprietary schools .
than in public schools. - Although the relative differences ‘

are comsistent with the above results, on an absolute

Wbrk
A.

level, the percentage of students with .other .loans is low.
For all institution types, the percentage is less than five
percent. t

.

CWS:”;At both the 2- and 4-year levels, the higher-cost .
private schools have a greater percentage of BEOG students
with CWS jobs than their public counterparts. Aid in terms



. : - of CWS is, ﬁoﬁever, practically nonexistent for students in’
‘ proprietary schools due to the restrictions on employing
CWS students at profit-making organizations.

. i SEOG'Reéipients N

»

An examination of Table 5. 8 reveals seversl consxstent(trends in the

. . dxatrxbutxon of axd to SEOG reciplents. These patterns are summarized °

below, again according to grants, loans, and work.

1. * -Grants A . _
. 4 - ,
A. BEOG: The majority of students (ranging from 62%<to 89%)
who were recipients of SEOG were also recipients of BEOG,
due likely to the SEOG matching requirement. Althoug
_there are ng major differences across institutioms, there
is a tendency for the public schools to have & slightly

-

- TABLE 5;8:"THE PERCENTAGE OF#SEOG RECIPIENTS WHO REQ@IVE OTHER TYPES OF
FINAN@IAL AID. ACADEMIC YEAR 1978-79

Instituéional Level and Coq;rol

4-Year

3

4

 4~Year 2-Yeax 2-Year ~ Propri-
Public , Private  Public .- Private.  etary
A. Dependent Students

BEOS 77.2 64.8 88.6 62.0 78.0

NDSL 5.9 71.0 43.8 33.0 72.3
CWS 37.8 63.6 36.2 63.9 . " 5.9
GSL 3.4 12.8 0.0 37.1 7.9
State Grants 32.1 34,5 11.1 39.8 6.6
Institutional Grants 8.1 27.8 0.0 19.1 3.1
Other Loans 0.7 2.6 1.4 0.0 7.7

- .B. Independent Students

BEOG 78.2 81.4 67.5 69.2 85.9
NDSL 64.7 56.9 53.5 38.8 78.4
CWS 54.9 60.5 35.2 45.4 0.7
GSL 6.5 20.1 0.2 0.0 - 6.0
State Grants 28.6 20.8 16.8 17.1 3.3
Institutional Grants 12.1 14.0 1.0 7.3 - 0.5
* Other Loans 2.2 6.6 0.0 0.0 0.1

Source:

Studé

t financial aid records.

S.I%Ié?é;
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' greater percentage of SEOG students with BEOG grants than
their private counterparts.

Again, - this ma§ipe dfresul; of the latter group's}greater‘
.access to other sources of aid..-

B. 'State grants: The percentage of SEOC students with state
grants is consistejtly lower in 2-year public ang
proprietary schoo¥s than in 4-year schools or 2-yesr

"~ - private schools. In every institution type except 2-year
public schools, deperndent students who are SEOG recipienta

SEOG students.

C. Imstitutional grants: There is a great deal of variation
, across institutions in the percentage of SEOG students with
;. imstitutional grants. As expected, private schools, at
both levels, tend to award a greater er of grants to
" SEOG students than their public countitggrts. Again, this
is & result of their-increased access to financial .
resources. Within private schools,.dependent SEQG
recipients are more likely to receive institutional grants
than independent \§EOG recipients. Finally, institutional
grants for SEOG recipients in the 2-year public and
proprie;;ry schools are relatively uncommon (ranging from ot
0% to 8%). :

Loans

A. NDSL: The percentage of SEOC students with NDSLs is

relatively greater in the 4-year and proprietary schools
than in the 2-year schools. The majority of SEOC students
In proprietary (72% to 78%) and 4~year schools (56% to 71Z)
are recipients of NDSL, whereas in the 2~year schools the .
_percentage of récipients varies from 33 to 54, indicating
‘that financial aid offices at the 4-year and proprietary
schools mey be attempting to strike a balance between the
awarding of grants and self-help.

_ (;r' ire more liﬁélx to receive a state grant than independent

B. GSL: Across institutions, there is & wide range in the
percentage of SEOG students with a GSL. Private schools at
both®the:2~ and 4-year levels have a greater percentage of
SEOG students \with GSLs than their public counterparts. .

. The percentage among public and proprietary schools is
relatively low, ranging only from O percent to 8 percent.

C. Other Loans: The percentage of SEOG"students with other
logms is basically low across all institutioms (0% to 8%).
On & relative basis, however, 4~year private and °
proprietary schools have a higher percentage of students
with other loans than the other institutionms. .

Work ) ‘ : ‘ :

A, CWS: The };centagé of SEOG.studeﬁ:s engaged in CWS
programs ia higher in private schools than in their public

. . 126;. ' -
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counterparts or in proprietary schools. Within proprietary
- institutions there:.are only & very small number of students
. ' who worked through CWS (less than 6%) duk to the require-
ment that CWS funds be used in nonprofit” jobs. The -~ )
percentages in private schools range from 38 to 64, whereas
in public schools, the percentages range from 35 to 595.
‘k*fx : _This also illustrates a mixing between grants and self-help L 4

_ axd.

- NDSL Ree¢ipients

The percentage of NDSL recipients who received other sources of aid
. is presented in Table 5.9. As. with the abové two analyses, an exami- .

nation of findings is presented by grants, }oans, and work:

- 1. ‘Grgnts . . '

A. - BEOG: The percentage of NDSL recipients who also receive

‘ - BEOG is consistently high across institution types. In

. every institution type, the percentage is over 50. The
highest is in the proprietary (79%) and public schools (67%
to 70%). At both the 2~ and 4-year levels, public schools
tend to have g greater percentage of NDSL/BEOG recipients
.than the private schools. .

B. SEOG: The percentage of NDSL students with SEOG awards is
. rather low (32% to 41%) in every institution excegF in
. ' 2~year public (602) and proprietary schools (64%))

L -

C. State grants: Although the percentage across institutions

' is rather low, there ire some distinctive differences. At
both the 2- and 4-year levels, NDSL students in private
schools are more likely to have state grants than NDSL
students in public schools. The percentage in przvate
schools ranges from 21 to 39, whereas the range in public
schools is from 10 to 31. Propr;etnry school NDSL
recipients are the lowest (0% to 2%2). It would seem,
therefore, that students who are assigned NDSLs as their
prime source of aid may be the "leasf" needy students at a .
given school and may not have qualified for other
need-based aid such as state grants.

f
v

D. Institutional grants: The percentage of NDSL students with
institutional grants is consistent with the resnlts on :
* gtate grants. In general, the percentage is rather low
- across &ll institution types. a

5.21
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THE PERCENTAGE OF UNDERGRADUATE NDSL RECIPIENTS WHO RECEIVE

TABLE 5.9: ‘
OTHE_E TYPES OF FINANCIAL AID: ACADEMIC YEAR 1978-79 \'
- Institutional Level and Control
' 4~Year 4~Year ' z—Yearggil 2-Year " Propri-
Public Private Public Private etary
_ A. Dependent Students ) ;? '
4 .. * -
BEOG 61.2 48.3 78.7 57.6 79.3
SEOG 33.6 36.2 64.7 '32.4 63.3
CWsS - - 26.2 52.2 ' 25.2 44.6 2.4
GSL © - 5.0 16.1 0.3 7.9 3.7
State Grants 30.9 38.7 9.5 29.0 2,0
~ Imstitutional.Grants A 17.7 27.2 0.3 21.9 1.7
Other Loans 0.2 . 1.4 ¢.0 3.5 6.2
NDSL Only 11.7 . 8.6 3.9 12.9 4.3 /
i B. " Independenn:_tudenés ‘
BEOG 73.7 65.1 0.9 62.6 79.5
SEOG 34.0 41.3 6.9 32.3 65.5
CWS 43.2 46,3 7.1 32.0 0.7
GSL _ 3.0 17.9 0.8 0.0 - ™2
st&te ‘Graﬂts‘ 2701 * 24-1 1.1 20:6 . 0.2
Institutional Grants  12.2 24.8 0.0 20.4 0.4
Other Loans 1.4 5.4 0.0 _ 26.8 0.1
NDSL Only 7.9 2.0 6l 0.0 9.1
Source: Student financial ;sid records. .
]
~ ]
>
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CWS Recipients

3
Loans
A.

Work
A.

*

\ ,
GSL: The percentage of NDSL recipients who were also GSL

borrowers 'is very low across institutions. The percentage
is less than 8 percent in every institution type except the
high-cost 4-year private schools (17Z2). This represents a

significant number of students who are assuming a dual loan -

burden.

Other .losns: As with the results on GSL, the percentage of
NDSL students with other loans is very small in every
institution except for independent students in 2-year
private schools (27%), possibly due to the unavallabxllty
of other aid sources. The percentage in the remaznlng
schools is less than six percent.

CWS: The percentage of NDSL students engaged 1n CWS
programs range from 1 to 52 percent across institutions.

The lowest percentage occurs in proprietary schools (1% to

2%), whereas the remaining NDSL students vary from 25 to 52
percent. At both levels, private schools have a greater
percentage of students engaged in CWS than their public
couiterparts. This may reveal that a number of
institutions are trying to split students’ self-help
between loans and work.

2

Table 5.10 disg;ayg the percentage of CWS recipients who received

~other sources of aid. As in the gbove descriptions in this section, the

results are summarized below:

Gr#ts . - \

l.

A.

BEOG: The majority of CWS recipients are also recipients
of BEOG. The percentage across institutions ranges from 55
to 85. Public and proprietary schools tend to have a
larger percentage of CWS students with BEOG money than do
CWS recipients in private schoqls.

SE0G: The percentage pf CWS recipients who are slse SEOG
recipients is rather consistent across institutions except
in the proprietary schopls. This deviation among

. proprietary students is, however, 'a result .of the very

small number of such students in the sample.

State grants: Although the percentage of CWS students with
state grants is consistently low (0% to 33%), there are
digstinct differences across the instijutions. Four-year

129

- 5.23 . B

A



_ _ ¢
‘IABtE 5.10: THE PERCENTAGE OF UNDERGRADUATE CWS RECIPIENTS WHO RECEIVE
‘ OTHER TYPES OF FINANCIAL AID: -ACADEMIC YEAR 1978~79
| ) ) | ' ’
) ' . _ \
‘ : . Institutional Level and Control ?
‘ ) ’ ) - Te - . - - * E
’ 4~-Year 4~Year . 2-Year 2-Year = Proprie-
Public | Private Public Private tary )
L , _ L

A.\ Dependent Students

- . - ,l
‘B‘EQG 6909 5"’.5 85.2 » 55.0 73.3 “
SEQG 34.7 o 3739 15.5 27.6 . 86.0
NDSL | 9.9 | 60.8 7.3 19.6 40.1
GSL - 6.4 L 1744 0.5 4505 g 14.6
State Grants , 31.4 . 33.2 9.8 32.4 8.8.
Institutional Grants 15.0 - 32,0 0.0 25.0 5.7
Other LO&DS 0;5 e 3.2 004 1.2 0.0 .
CWS Only 4.9 3.6 12,1 4.9 0.0 :
* : B. Ihdépendent Students

BEOG 76.1 73.9 76.9 . 83.2 83.0
-SEOG 35.7 /52,2 ~29.1 32.9 68.6

~ NDSL 53.4 S55.1 21,1 27.8 78.5
GSL 5.5 ;21,5 0.6 9.2 0.0
‘State Grants _ 25,3 7 18.9 11.9 24,1 0.0
Institutional Grants 11.6 . 20,8 0.6 11.5 0.0

. Other Loans 1.6 / 6.6 0.0 3.5 0.0
cWS Only . 5.8 . 0.6 4.1 5.9 5.5
Source: Student fipancigl aid records. ) \

. X » -

. . schools and 2-year private institutions have a& relatively

higher percentage of CWS students with state grants than
2-year public or proprietary schools.

D. Institutiondl grants: CWS students in private schools at
" both the 2- and 4-year levels are more likely to be

recipients of an institutional grant than CWS studepts in

public schools. The percentages in private schools range

}
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from 12 to 32, whereas the range in publlc schoolg/{i 0 to
15. Instxtutxonal grants are also rare in proprietary Lad
schools (02 to 6Z). This finding is consistent with
previous results which seem to indicate that private

schools have greater financial resources; thus, they

. provide more institutional grants. d
2. Loans |
¢ A. NDSL: There is a great deal of variation across
y institutions in the percentage of CWS students with a
NDSL. ' The percentages range from 7 to 79. At both the 2~
and 4-year levels, private schdols have a greater '

percentage of students with.a NDSL than their public
counterparts. Act}dss institutions, the highest percentage
occurs in proprietary and 4-year schools, while the lowest
is in 2-year schools (7% to 282).

B. GSL: Onlg a’'small percentage of CWS students obtain GSLs.
The percentages ranges from 0 percent to 45 percent. CWS
students in private and proprietary schools are more ‘likely
to receive GSLs than corresponding students in public
# o schools due mainly to their higher educational costs.

C. Other Loans: The percentage of students with other loans
is extremely low across institution types. Indeed, in
2-year public and proprietary schools there are no CWS

~ students with other loans. At both the 2- and 4-year
levels, the private school students tend to utilize other
loans more than puBlic school students.

Q

DISTRIBUTIQN OF FEDERAL FINANCIAL AID BY GENDER, ETHNICITY, AGE, ABILITY,
AND YEAR IN SCHOOL

Through the other sections -of this chapter, we have attempted to .
describe the general patterns of Federal aid distribution using two of
the most commonly used variables--family income and institution type. 1In

this section, the distribution is further examined using factors such as

gender, race, and age. In accordance with the equal protection

provisions of United States law, these factors should not influence the

types or amounts of aid which students receive. ¢

Table 5.11 (A through E) outlines the percentage distribution of
students receiving Basic Grant and/or Campus Based aid according to
gender, ethnicity,.age, year in school, and region. Also included is an

"unduplicated count" of students receiving any of these four forms of

.

. | 5.431

-



s
- +
&-' P
§ - ' S ‘
TABLE 5.11: E THE DISTRIBUT 1(')N OF FEDERAL STUDENT AID FUNDS TO UNDERGRADUATE STUDENTS BY ETHN1ICITY, AGE, YEAR
IN SCHO{)L, AI\L]} REGION: ACADEMIC VYEAR 1978-79 ' S
- . . Cte 4 ' l .
b ___/ . t-
» ) Basic ‘f Su p.lmnnl National o i Overall
- . Educational.’ [ cational Direct College _ Postaecondery
' ' _ Opporttmity ~ ~  Opportunjty Student : Work Unduplicated . Student )
X e Graht Grant Loan _ Study o Gount  Distribution
- 8T : Average % Average Average Average : Average )
CHARACTERISTICS 'y, ~  Percent  Award Percent Award Percent Avard . Percent Award Percent  Awsrd Percent
. BN ' :
A - GENDER _ _ R : :
' Hale ' 39.56 94 82.7% 620 47.8 837 42.8 812 . 42.5 1447 ‘ 44.3
' Female ' 60,4 939 57.3 647 52.2 790 57.2 871 57.5 1492 55.7
o - TOTAL Y/ 100.0 : 100.0~ 100.0 160.0 100. 100.0
B - ETHNICITY [T
w American Indian \
- or .
g Alaskan Native 2.8 1029 2.4 680 1.0 T 7162 2.3 827 2.5 1532 : 2.7
Asian orv” - . . ‘ ’
Pacific Istander . 3.2 876 6.4 663 . 3.7 851 2.3 993 3.1 - 1600 2.9
Black P . - o ' . . ,
(Not Hispani 3.0 1006 3%.7 530 30.t B 35.3 880 29.8 1776 26.6
Hispanic /' 16.8 858 10.7 667 5.54 756" 6.6 1000 = 14.2 1215 12.5
: _ .
whi te 43.3 7/ %02 - 471.9 655 59.7 846 53.6 839 50.5 1473 _55.3 .
, (Not Hispanic) ‘ . Py ' “ :
A _ TOTAL® 100.0 ¥ 100.0 100.0 100.0 100.0 . 100.0
. 132 ,
Scurcer U.S. Buresu of the Cansus. ‘ *.
1/ Not a1t percentage columns will total 100X dt:l to rounding. - e 133
4 ¢
v .




TABLE 5.11: THE DISTRIBUIION OF FEDERAL STUDENT AID FUNDS TO UNDERGRADUATE STUDENTS BY ETHNICITY, AGE, YEAR

' IN SCHOOL, AND REGION: ACADEMIC YEAR 1978&79 (Continued) -
o~ ' - o
, : Basic Supplementsal * Natioaal . » — Overall '
Educational Educational ' Direct College Postsecondary
Opportunity ‘ Opportunity Student Work ° Unduplicated Student
: e Graot ] Grant Loan Study Count _____ Distribution
. STUDENT ‘ Average - - Average Average ' Average Averags |
CHARACTERISTICS Percent - Award Peccant Avard Percent Award Percent _ Award Percent  Award . _ Percent
_+C - AGR S _ ' ] ' .
) Under 19 ° 1.3 881 ’ _' 1.2 434 0.9 606 0.9 B60. T 1.2 1272 1.1
19 - 20 ¥.2 927 43.7 618 41.2 748 §4.0 766 38.0 1469 38.5
21 - 22 2.2 944 26.8 T 597 29.3 831 31.6 859 29.5 1482 .30.5
23 - 2% 10.4 929 '10.3 726 11.8 864 9.5 928 10.9 1496 10.9
‘- 25 - 34 17.2 926 14.6 710 13.9 933 10.7 - 1017 15.6 - 1513 14.6
o 5 - &4 4.0 1S : 2.6 631 2.2 773 2.5 1171 3.4, 1443 3.1
) ;Aﬁ_ Over &4 1.7 887 0.8 639 ) 0.7 810 2.8 1064 1.4 1237 1.3
TOTALLS lOOtO : 100.0 : 100.0° o 100.0 ‘ _100.0 . v 160.0
D < YRAR IN SCHOOL ) -
s Freshman/let Yr, "~ ' . . . )
w Voc Tech 4.0 914 ’ 49.2 626 39.5 794 B ¥ 769 42.6 - 1431 42,1
o ' Sophomore/2nd Yr. : ,
-~ Voc Tech 28.4 920 24.7 625 - 28,7 767 30.2 ) 27.8 1448 ] 27.1 .
Junior 15.2 966 15.3 643 18.2 815 17.2 895 15.8 1569 . 3
Senior 11.5 960 9.6 - 668 . 16.13 918 13.5 884 12.6 1591 : - 133
Other 0.8 . 957 1,2 706 1.3 904 1.5 1192 1.2 1572 ¢ 1.2,
TOTAL1L/ 100.0 106.0 100.0 100.0 100.0 ' < 100.0
E - REGION , »
WVest 26.7, 887 35.7 667 29.0 876 22.4 976 26.2 1573 Y 264
Southeast 24.2 943 17.7 560 13.6 738 26.0 909 21.6 1478 19.1
Northesst2/ 28.6 949 26.6 652 27.4 882 29.1 762 30.3 1388 2.0
Central 20.5 941 20.0 622 29.9 719 2.6 750 1.9 - 1452 . 25.5
TOTALL/ ’ 100.0 100.0 100.0 100.0 100.0 100.0
T
- - -ﬂ\\~ .

Sourcet U.S8, Buresu of the Census.

1/ Mot all percentage columas will total 100% due to rounding.

2/ Includee Puerto Rico.

R .
. " ' k
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well as when examined as an un

Federal assistance. Additionally, the estimated distribution of all
postsecondary students (recipients as well as nonrecipients) is provided

. .

for purposes of comparison. S

Gender v Vo P

In accardance with the reéquirements of Title IX, financial aid cannot
be_&iétributéd’ou the’basis-oﬁ gender. Both males and females must be
guaranteed equal access to available financial aid monies. The data
provided in Table 5.114, at first glanée, would seem not to support such
perceptions., There is a significantly higher proportion’of funds given to
women BEOG recifients-as compared both to their rep;esenéapian in the
total population of postsecénda;y_students and to the proportion of funds
given to men'fécipients. Similsarly, women were observed to account for a
g:eater}prOportipn of the awa ds under the three Campus Based programs as

iﬁuplicated total of aii.Federal snppori.

Byt herd, the relative. distribution of awards approximates more closely
the overall gender distribution of all postsecondary studeﬁts. Finally, .
with the exception of NDSL, the average aid awards to women were found to
be greater than those for men. Sharon H. Bob, an Education Policy Fellow .
in the 6.8. O0ffice of Education, however, summarizes the‘existing view of
the condition\of women students in a paper entitled, "Women and Financing
Higher Education." She claims that women are not receiving their fair L
share of financial aid dollars due mainly to institutional discriminatory
practicef ' l |

...eviﬂencé'that'disparities continuie to exist in the choices

available to women in higher education lead to the belief that

awarding of financial aids may continue to be discriminatory by
virtue of overt or covert institutional practices and proceduresméf

— A '

IS

5/sharon H. Bob, "Women and Financing Higher Educ«tionm,”" Paper . -
presented at the Research Conference on Educatlonal Environment and the
Undergraduate Woman, 1979, p. 3. _
- o« )

“
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“ She presents a number of pieces of evxdence to support the premlse that

the actual needs. of women students are not ‘now belng properly assessed.

P

These results, however, gannot be interpreted as necessarily

indicat{ve of differentisl treatment of men and women, particularly with ~

regard to average ‘awards. = Other factors, such as dlfferences {: costs of -

the selected education, can be more important in determxnlng dctual ezg

avards. As w111 be discussed in more detail in Chapter 6, the only

dxfferences whlch ¢an be conszdered to be unfazr are those between

students 1n llke cxrcunstances, i.e., facing equal financial barrxers to
| postsecondary'educatlou- Thxs belng the case, a further comparison was
| mxde of average BEOG, SEOG, NDSL, and CWS agards to men and wogen

" controlling for educational cost and'famlly wealth.éj
' * . - ‘s

Under this more ex&otins test, none of the differences beggeen men
and women in awernge awards were found to be statlstlcally slgnlfxcant
excepc for NDSL (p— < 0.01).  In this case, men in c1rcumstances~51mllar

- to women were- found to have an average NDSL award (ad;usted r the
effects of all other varxables) of $127 over and- gbove that of women
($764 vs. $637) Therefore, contrary to Ms. Bob's hypothesis, women not
only are equal to men, in their treatgent under the Federal financial aid
program bu:, in fact, appear to be less burdened thh loane than .their

s

‘male counterparts.

#

“Ethnicitz C .
As with gender, ethnicity, in and of itself, should not be a
determinant in the awarding of Federal student aid funds. However, the

programs must be responsive to the relationship between ‘economic
© . e

~ . v
-~
S -~ . '
Y . B : -

-~

GfThe procedure used was analy51s of covarlévc hich is described in

“ more detail in Chapter 8. Gender and ethnic were entered as main
effects, and.interactions, educational cost, ah family contribution
were entered as- covariates. All dats were derived from student

financial aid records.

L ]
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circumstance and race which exists in the United States. That the Basic

'Grant and Campus Based programs have shown such a responsiveness is

evident in Table 5.11B. " Exclusive of Native Americans and Asians (for
which insufficient observations were obtained), nonwhite students O~
rece?vedna proportionately higher share of the Federal aid awards than
their Fepresentation iﬁ the total postsecondary student population.

However, és‘in the case of gender, any further comparisons must be made
exclusive of other pcssib?i;ﬁpfluences in order to judge ifgﬁ}fferential

treatment has occurred.

As before, a comparison was made (uéing analysis of covariance)
between the average awards made to mlnorlty (i.e., nonwhite) and majority
students.’ Unlike the previous case, however, the differences werg found
to be sxgnificant in every case'kp <.05) eécept‘for the awards made under
the College Work-Study program. ManIQtY students retexved an average

BEOG award (adjusting for the effect of the other vsr1ables) $253 gbove

that for similar ma;orx&x\students (§1,182 vs. $929), an avepafe of $77
more under SEOG ($691 vs. $614), and an a of $85 less under NDSL

.(§646 vgi §731). Thgi%verage CWS awards were’ not, as mentioned,

significantly different. - Minority students, therefore, receive greater

Federal grant support and lower NDSL loans, than their ma;orxty counter=-

.patts. The two groups, though, ‘exhibit an aggragste equal asccess to

¢

-

Work-Study employment. . .

Age

In recent years; the expansion of higher educational opportunities
has opened the rautes of access to postsecondary education to & wider
spectrum~of age éfoups. A full 8l percent of postsecondary unde;graduate
students (enrolled at least half time) otill can be categorized as of
"traditional" college age (here defined as under 25). . Those in the over-
25 category (192) are presumed to be, in many cases, "returning" '
students—those who had interrupted their educationai careers and have

chosen"to go back to school. These "nontraditional" students, to use the

¢olloquialism, are more likely to be self-supportine (independent) and,

for a number of reasons (i.e., additional dependents), may have special

3. 30
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financial needs.. As a general note, the limited amount of data available
on students ,in the youngest (under 19) and oldest (over 44) age. v
categories makes it difficult to draw any definitive conclusxons on the

- treatment of these groupings.,

The distribution of Basic Grant.awards across age groups (féble
5.11C) is consistent with the overall distribution of students. The only’
real variance is that students-above 25 yésrs of age collect a slightly
higher propqrtion of BEOGs than their overall representation distribution
(22.9% vs. 192).. The distribution of SEOG funds reflacts the split in
SEOG awards between "first year" and "continuing year" allocations; ‘
students under 20 years of age are receiving a dxsproportlonately larger
share of SEOG funds. The additional financial needs of older‘students

. are evidenced by the higher average award amounts for these students.

*”

The allocation of self-help dollars shows little in the way of a
recognzzable pattern when examined in terms of recipient age. Students
aged 19~20 are, for some reason, receiving the highest proportion of both
- CWS and ND§L awards, although their averége awards are relatively low.

" Generally: the work burden imposed oﬁ students in all age groups is
larger than the loan counterpart. This is especially evident in the

. over=-25 age categories. -

Despite the notéd varignce in the distribution of individual program
awards, the composite picture of age distribution is remarkably wkll
. ordered. Not only. are the average total award levels relatively even;:;;::>.
but also the distribution of recipients virtually matches }he overall

(4]

breakdown of the entire student population.

Year in School y

The differences in the aid distribution patterns achrding to class
level of the student are exémine& in Table 5.11D. Fof ach of the
various types of Federal aid, the distribution of recipients™is close to
" that of the overall distributiom of students by year in school. Th}s
patéern is broken most noti;eably by the SEOG program. A greater

proportion of freshman students receive SEOG awards due to its "first

139 -
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X - [ b
year" vs. "continuing year”" format. Omn the whole, upper-class students
seem to receive larger average aid awards _’than their freshman and
sophomore counflerparts, wh'ich' rrelates well with the findings on

distribution by age of the student.
e Region < . ‘ R

Taken as & single factor, geographic region should have the least

effecion the awarding of aid. There are so many other factors vhiche

operate totally independent of ;:egional breakdowns (e.g., cost, typ; of

institution, etc.) that it becomes.almost impossible to E}’zte regionalism
- as the caise of a given effect. Rathér than analyzing regional distri-

bution of aid in depth, it may be just as useful-to pfesent Table 5,

-

without explanation. : ' . -
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DISTRIBUTIVE EQUITY AND STUDENT FINANCIAL
AXID: FIRST LOOK | .

the pcor get pgid for and the middle class struggle to
get what he can rom wherever he cam."

‘ _— ‘ . ' ‘ A Student at an Eastern Four-
N / ' Year Public Unxversxty

- INTRODUCTION: MEASURING DIQTRIBUTIVE EQUITY

—

The feelings of inequity éxpreseed by "this student, while an
outgrowth of .g.nét uncommon sense of frustration, indicate the im‘pdrtance.'
of the wn§ s:udent aid funds are ‘now distributed; particularly to those
most dxrectny affected by the rules which determine who will, and who

will not, nncexve epecxfie types oﬁ assistance. While Lndxcatxons of

*

[

A }\\ ossxble areas of such inequity were‘presented in the‘preeedlng chapter,

the xntent of this and thg following chapters’ wzll be to exploretthese
. r

concerns in move.depth.,
. . a5

The pfimary purpose of thé Office of Educefien}s (ﬁSOE) student
| assistance pre;r@ms 18 to remove the Exnnncxal barrlera that might
ofherwlse keep qusllf;ed students from receiving some form of
. postsecondary education. The legxslatlon, however, has been pertzcularly
vague on exactly who the "qual1f1ed" recxpxents should be. Typlcal
,phrases for defining aid ellglbxllty in Title IV: of the Higher Educdtion
Act include the following criteria: "exceptxonal need," ~...for lack of
financial neahs, w0u1d~$r\unable to obtain such beneflts, "sdbstsqtial

. -

financial need,” Mstudents from low .income familigsy' and '‘gtidents in

<& . N : - * .
- : : Y e :
. - - 4 .
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need." Any examination, then, of distributive patterns.must first .
establish a baseline definition of equity, i.e., "Whom are the various
programs intended to serve?", "How ought the funds be distributed?", "How

do we determine that an inequktable situation exists?"

What, at first blush, would appear to be a rather straightforward
task, is in reality greatly value-laden. That is, since the legislation
fails to articulate a clear statement of what is a legitimate distribu-

o tion of resources, wé-are,.as researchers, compelled to establish both a

- definition of eqﬁity-andman appropriate method for its measurement. Any
analysis‘ofezlgzggbutive equity cannot be carried out without making
value judgm ts and, as Berneif has ably demonstrated, the evaluatlve
. choices made by the analyst do make a.difference in terms of the con-

cluslons that are ultimately reached. ‘ -

As a start, then, a good working definition of ‘an equitable-
distr}bution is one in which equals are treated équally gnd unequals are
treated unequally. In other words, under this concéption of equity we
would expect individuals to' be treated differently if, and only if, they
are meaningfully different in a2 way that has been deemed unjust. As
Rawls has observed "...the institutions-of society favor certain starting
pfhces'o#er others. !These are especially deep @nqualities. Not only
are they perv331v -but they affect men's initial chances in life; yet
they cannot pasdibly be justified by an appeal to the notions of merit or
desert. It is these inequalities...to which the principles of social
justice must in the first instance apply n2/ ‘Theref&re, to the extent .

that individuals have different expeccatlons of life determlned, in part,

s L

N If"Evlobem: Berne, "Alternatlve Equlty‘and Equality Measures: Does the
: .*Measure Make a Difference?”, in Selected Papers in School Finance:
1978 «(Washington, D.C.: U.S., Department of Health, Education and

Welfare, 1978). : b,

, 2fJahn Rawls, A Theogy of Justice (Cambridge, Massachusetts: 'Harvard
~ o University Press, 1971), p. 7. o ‘

.
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by the political system as well as by economic and social circumstances,
it has become public policy to ‘provide all citizens with an "equal B

»

opportunity” to the benefits of society.

.To operationalize such a theory of equal ogportunity, with regafg to
the distribution of -student financial aid resofrces, entails three
interrelated steps: 1) the determination of an appropriate measure of
inequality among indiwidu#ll, i.e., the épeéification of what are
illegitimate differences Between individusls and how they should be
evaluated; 2) Eg; definition of how differently unequals should be
treated; ard 3) the assessment of the degree to which the observed
treatnent fits che degired pattern, '

. Before movxng‘cn‘to a discussion of each of these it;ms, howev;r, two
other points should be raised in conjunction with this definition of
equity. . Fxrat, this defxnztlon does not specify the appropriate unif of
" analysis, Is it the 1nd1v1dual student, the family, taxpayer, school,
etc.? For the analysis ‘that is to follow, tﬁe perspective whxch w111 be
adopted here is that of the student. Despite the inherent tax effests or

the significant societal bemefits-associated thh hzgher education, it is

the student who is the most directly affected+by the financial aid
system, Such a view of "student sovereignty" is clearly a value judg-
ment, but one which, as dxscussed in Chapter-2, most closely 51Cs the

norteative goals expressed in the .legislation.

, Seéond, the analysis‘and discussion which follow these introductory
remarks contain an implicit assumption that it is,sppropriste to exsmine
distributive equity in isolation. That is, by focusing primarily on the
financial aspects of ﬁj@her~education we have ignored the many other
important facets of the student's educational experience, such as family
and peer interactions, academic inputs, etc. However, such a multi-
dimensional assessment, as discussed in Chapter 3, is well beyond the
context of this study. "More importantly, thxs limitation does not
serxously affect the validity of the results presented here as the equx&y

of aid dxstrxbutlon should be independent of other such influences. a

6.3

.



-

ing I lity
Measuring Inequality

‘DeSpitelthe lack of explicit guidance provided by the legislation,
there are two’interpretstions of program intent which can be safely
stated. First, the programs are for students from deprived economic
circumstances (i.e., low family wealth levels) who want to pursue some
sort of ﬁbstsecoﬁdary education. The:efore,fbne would expect &he
distribution of resources to be directed primarily at these students.
Second, the student.assiSﬁance programs should heélp meet "financial
need," commonly defined as the difference between the full cost of
obtaining an ;ducation (i.e., tuition and fees, room and board, living
expenses, etc.) and thke student's ability to pay. As ability to pay

decreases, or cost increases, ceteris paribus the financial need should

rise.
- s
Combining these. two interpretations, we arrive at what was called in

égapter 3 vertical inequity. That is, low—income'stﬁden:s, having fewer

disgretionary resources, face a greatef financial barrier to the pursuit
of higher education than do their wealthier countefparts; Consequently,
the most. appropriate measures of ineqhity‘nge the financial barriers’
faced by students at different levels of wealth and educdtional cost.
Moreover, By distributing financial aid inversely to the family's ability
to pay, the student sséistggce programs can equalize available séudent
resources necessary to overcome the principal barrier to access to
péstsecondary education-in§dquate financial resources. Finally, if
these coqditions of equalit§ obtain for all leQels of educétional cost,
not ‘only will equality of access be achieved but equality of choice as
ﬁéll. In this latter situation, students choosiﬁg more expensive
institutions of higher education (defined in terms of tuition and fees)
face an 1nherently .greater fxnanclal barrier, but under conditions of

equity (what we have previously called horizontal equity) the barriers

will not differ significantly between students with higher and lower

abilities to pay.



.
One measure which will be adopted in the subsequent analysis, then,

3/

is’ the student's "net price" or loan/work burden~" defined as the cost

of education (the student's totallbudget) minus the sum of his/her
available resources and all nonreturmable grant'éid. A difficulty which
arises in student financial aid, however, is related to the ‘determination
of the amount of resources that a student or his/her family have

available to meet” educational costs (i.e., the expected parental

contribution). Referred to as "nmeed analysis” (segfgolume I, Chapter 7,

for a detailed discussion), the existing formula-based Uniform
Methodology provides s means for rank ordering students according to =
set of specific criteria:r income, assets, family size, and expenses.
The basic ;rinciples behind the approach now used are that some portiom
of the family's discretionary income and available assets should be used
to finance the child's education and that students shouldvcontribute‘a
relatively larger pbrtion of their own rasources tham should be‘expected

from parents. However, these principles, the criteria used, and the

computational formula are all derived from what hgpanorpatively been

established as an equitable distributive outcome. The methodology is
structured so as to produce an outcome*that has, by the political §rocess
of compromise, been decided upon as "fair". There is no inherent right
or érong in t§s/current system or in th;;proposed glternatives-—if is
only the reflection of the pulls and tugs of competing interests and
objectives. '

The results which are produced, therefore,'have not been universally
accepted. Arguqents over whether to _use the most accurate precedipg
year's data or the more relevant current year's data and the érea:ment of
self-supporting students, for example, have been quite divisive and not
yet résolved to everyone's agreement. The implication for the task at
hand, then, is that while we will be using the currently accepted
assessment of the family's ability to pay (i.e., the family's expected

contribution) in our analyses, all of the results should be tempered by

-

- 3/This definition will, in a later sectiom, be slightly modified.
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the realization that this figure represents the calculation of the
family's "fair share" of the educ;tional costs. To the extent that the
accepted methodology may bBe unrealistic, the results would be altered if
a different approach had been adopted by Congress. At best, the expected
contribution provides a common basis for comparing families in broadly

different circumstances.

Returning to our discussion of how to measure inequality, the Basic
Educational Opportunity Grant (BEOG) program, by far.the largest Federal

student aid program, attempts to equalize the financial barriers faced by

'§otentia1 students across family wealth levels through the provision of

nonreturnable aid (grants). Toward this end, the family's expected °
ccntrxhutlon from assets and income is calculated and grants are given to -
offsecédxfferences among aid applicants in available family resources\

The BEOG, therefore, can be viewed as an attempt to equalize, across
family wealth levels, total nonreturnable aid (including expected
parental contributions) that students ggceive at gimilarly priced '
institutions. The remaining "price" (cost of education minus non--
returnable aid) that students face for their education is assumed to be

made up from employment or loans. Thus, one measure of .equity in the

-distribution of financial aid resources is the variance (or rather the

lack of it) in loan/work burdens across different types of students at

similarly priced institutions.

A second measure of inequity can also be derived from the previously
stated interpretations of the enabling legislation. That is, the purpose
of ‘the student assistance pfograms are "...to assist in making available
the benefits of postsecondary education...." We can, theréfore, deduce
that another goal of the programs is to affect the attend/not-attend and
persist/drop—out decisions of students, i.e., to enhance .educational

4/

opportunity. As Fifer' and others have shown, this goal has three

components: . -

e to provide students with access to a postsecondary education}

4/ Jonathan D. Fife, Applying the Goals of Student Financial Aid
(Washington, D.C.! American Association for Higher Educatiom, 1975),

po Io ] /

6.6

"f‘, .lﬁig;



o

e to allow students reasonable choice, i.e., freedom tc select the
. particular spurce of this education; and

° to permit retention or persistence, i.e., to enable the student
to pursue this education to its conclusion.
In effect, the argument is that there are "natural" (i.e., in the absence
of financial aid) rates of participation of particular types of students
in postsecondary education which are socially unacceptable; the purpose

of financial aid is, then, to raise these to a level of acceptability.

. ' Measures of rates of participation, however, are ﬁot simply measures
of tﬁg»distribution of educational opportunity. ‘Ratﬁer, they represent
an assessment of individual fesponse%/to a complex set of education and
noneducation variables (see Chgp;sg/ﬁ). Differences in participation

' rates by student of\fagély g§§pééferistics (such as income, ethnicity,
etc,) cannot, by,;hemseléég; be taken as evidence of a lack1§f
opportunity for access, choige, or persistence. It is a_complex issue

and, as a result, will be examined separately in the following chapter.

The Equitable Treatment of Unequals

The second issue contained in our definition of an equitable |
situ#tién is the degree to which unequafs are to be treated differently.
As discusse& above, the Federal assistance programs are designed to allow
students to overcome financial barriers. Inherent in this purpose is the
concep that students have an unequal ability tB pay for postsecondary

~sdycation and, more importantly, that they reqdire.unequal levels of
assistance. In other words, the financial assistance programs, in order
to be equitahlé, must qork‘to achieve equality among individuals who are
Easibally different. However, as also previously digcussed, in order to
operag}on#lize this requipemenf involves the imposition of value
judgment s——"'What characte;istics are relevant for the detérmination of
unequals?", "What .is the relationships desired between these
characteristics‘and the measures of equity such as loan/work burder and

articipation rate?" Conversel when we observe a pattern of resource’
Y P ) P

distribution, how do we judge if equity has been achieved?

6.7




With regard to the student assistapnce programs, we can borrow a term ~———~
from the debate over local school financeé/ to define a condition of
equality--"fiscal neutrality." Simply stated, "unjust" differences among
students arg related to wealth-related disparities, i.e., differences in
the ability to pay for postsecondary education., It is assumed that
individuals have an e&ual "right" to higher education but are prevented
from achieving such equality due to differences in resources avallable to
finance their education. This is the "financial barrier” refe;red to in

the legislation.

‘With this as our working definition; then, it should be clear that
the only differences in treatment that should be deemed.legitimate are
related to the financial aspects of the situation—~the student's ability
to pay and the cost Of the deslred education, Any other di:fferences in
treatment (e.g., by ethnicity, talent, gender, efc.) under the Federal .

"need-based" assistance programs, would be considered unacceptable.

Implications for Analysis

The preceding discussion can be summarized into two key points.
5 First, financial aid resources should be distributed solely on the bagis
of economic conditions, %gs., an equitable funding pattern is one that
equalizes students' abilityéﬁy puréhase higher education across levels of
fgmily'wealth and institutional cost. Second, ‘these cond1t1ons of equity
can be measured in two ways: 1) the variance of Ioan/work burdens (or
net price) across different types of students at similarly priced
institutions; and 2) the variance in participation rates ascross different
types of students at similar institutions, : Two situations of equity are

therefore differentiated: vertical equity implies that studénts are

unequal on some relevant characteristic (family wealth) and therefore

require different treatment; horizontal equity requires that students in

similar circumstances (family wealth and cost of education) should be

3/For example, see the landmark Serrano vs. Priest decision by the
Califorzia Supreme Court. 5 Cal. 3d, 584, 487 Pac. 2d 1241 (1971).
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treated\ equally. For example, we would expect_axlow wealth_stu&ent to
receive e gid thanna high weglth student but we would also expect all
equally low wealth students at similarly priced institutions to be
treated alike. Conversely, students of similar wealth at differently

priced institutions would be expected to receive different treatment.

With this p:e}iminery discussion as Sackground, the remainder of this
chapter and Chapter 7 will attempt to examipne the issues raised here, as
well as some others of importance to peolicymakers, in order to address
the third aspect of our definition of equity, viz,, the extent to which
the observed distributioﬁ of benefits matches the articulated desirable
pattern., The sequence of this sssessment:will be as foﬁlows: |

1) aid paékaging~—how the variolis sources of assistance are

combined to overcome financial barriers: '

2) aid as an equalizer of student7selé~ﬁelp.burdens;'

3) the effect of "leg{tﬁgate" factors on aid distribution; and

4) the gffect of financial aid on postsecondary education

participation.
. The first three are covered in this -chapter, while,tﬂe last item is. the
subject of Chapter 7.

AID PACKAGING: THE INTERRELATIONSHIPS AMONG VARIOUS SOURCES OF DIRECT
: ST&UDENT SUPPORT .

&

The student's loan/work burden, as a measure of distributive equity,
is the product of a complex set of decisions commonly referred to as
"paekaging."ﬁl It is the point at which the institutional student aid

administrator "

...pulls all of the resources together into a package’
based on the goal of maximizing educational opportunities for the largest

\
number of students...to maximize access, -choice and retention and to

3

6/For a detailed explanation of the process, see Volume I of this
report. o : ‘ -

-
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=
redress inequities caused by the multiplicity of aid resources..."z/
As their means permit, parenfs and students are expectad to bear the
costs of postsecondary education. This "family contribution," consisting

of the student's available resources, plus those of his/her parent(s) if

-the student is dependent, is expected £o be the primangbsource of funds

to meet these costs. Any remaining need, the financial barrier,

represents those educational costs that are to be met by the financial

aid package. ' -

From the student's perspective, however, the amount of financial need
is often less important than the types ng_resources that are applied to

meet the full cost of his/her education. WhiIe_arguﬁents have been made
as to the benefxts of student self~help, 8/ u " ..the fact remains that

students much prefer non—self—help to self—help if given the ol
H/

This 1s, of course, not particularly surpr1sxng, the

.avoidance of the burden of loans and/or work is an expected form of

'Eational,behavior. The problem arises becauseé nonreturnable aid (e.g.,

grants and scholarships) is simply not (nor has Congress intended it to

be) available in sufficient quantities to meet every student 8 flnanCLal

- need. Thergfore, the way in which the various sources of ‘aid are put

together can be a major determinant of any positive or negat§ai effects
of the loan/work burden faced by individual students. Moreover, to the
extent that students differ both in the;r fxnancxal needs and in their
ability to bear such burdens, the procggs of student aid packaging can be
8 significant cause of any resulting inequity in the distribution of

student aid.

For the purposes of this analysis, the qt%ﬁent can be seen as buying -
education by using two-general types of resources: 1) "nonreturnable" °

funds such as.the parents' or spouse's contrib%tidn,*entitlements (eegey

9/Reppel, ibid., p. 69. .

. . N
. §
w

/Francis Keppel, National Task Force on Student Aid Problems, Final

* Report (Washington, D.Cs:- U.S. Office of Education, 1975), pp. 68-69.

8/a.w. Astin, Preventing Students From Dropping- Out, (San Francisco,
Callfornza. Jossey - Bass 1975)
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_BEOG), and other s?holarshlps or noq1nst1tutxonal (e.g., state) grants,

»

and 2) self-help derxved elther from past earnlngs (i.e., savings and/or
assets), present earnings (i.e., work) or as lien on future earnings ™
(1 €., loans).. Stgdent preferences for particular forms of self-help |

will obviously vary ‘according to a wide range of factors, such as their

‘hdveréeness'to debe, the .availabilj y of employment, and the value they

‘place on'thelr nonclassroom t1me. However, as Astin— 10/ ha

s
hypo:hesized- wark-study programs tend to inerease a student s chsnces of
coupletlng hls/her-educatlon while loans (partlcularly for men during the

freshnan year) have a negative effect.on persxstence. Moggover, there

© has been, and cent;nues to be, a heated public debate over the potentxal«

effects of loans. !Proponents favor thexr relatively low’cost, arguxng

-that under condxtlons of resource.scarcxty, limited sources of aid can be

made available to qore students if an emphasis is placéd on loan-
programa.~‘crit{cs; on the other hand;‘objecﬁ‘:ﬁ the burdening of
students (many of whom will fail to complete their education) with

long-term debts. While nof, wishing ‘to .enter into this-argument; we™ also.

-~ do .not adhere to the'proposition of the National Task Force ¢n Studeﬁt

- Aid Problems that “...the varlous forms of self-help be considered as

similar to each other.'ll/ '

T -

Conditions of §carce resources are a mcdern-day reallty and

-necessarxly u&posefa loan-burden on some students, how thls burden is
" dxstrlbuted amcng varlons types of students is our prxme measyre of

'xnequxty but its composition also cannot be ignored. Students who

receive all loans Gersus\ptudents that receives all work are being

treated differently in a rather significant way.

~

10/p.w. Astin, ibid.
.LI:./Keppel, ibid-, po 69. "//.L/ N ’ -



How Do Aid Packages Vary By Aid Applicant Chdracteristics and Type of
Institution?

_ ~ ‘ ) L e
The first items to be addressed, then, are the manner in which aid
packages are constructed, a determination of where variations occur, ane‘

an assessment of the equity of such aid coordlnatlon. To this end,
Exhibits 6 1 through 6.10 present, in the aggregate, a visual display of
t@e relative importfance of six major sources of aid by institution type,

student dependency status, and family income' level:
/
i. family contribution (which includes such entltlements as Social
Securlty and Veterans' benefits);

2. the Basic Educational Opportunity Grant (BEOG) awafd;

3. other grant awards, xncludlng the Supplemental Educatlonal
: Opportunity Grant (SEOG), state grants, institutional g grants,
/ ot : and other private grants or scholarships;

4. loans, which anlude the National Direct Student Loan (NDSL), as
well as other private loans;

5. work, which includes College Work-Study™CWS), summer
employment, and institutional work progrsms; and ‘

. Lo 6. unpackaged need, it.e., the dotted line between the student's
total cost of education, as estimated by the institution and
. his/her total .available resources, known to the fingncial (aid
officer, including Guaranteed Student Loans (GSL) and "any
packaged academic year earnlngs. 2
Each of the histograms. provides four key pieces of information: first,
the average budget (presented above each bar graph) for each income
v
category; second, the percentage of the budget accounted for by each
categorical source; third, the relative importance of the various

individual aid sources; and fourth, where it occdrs, the percentage of

< _
' unpackaged need repredented by the dotted areg at the top of each bar
) graph. ’
12/Academic year earnings and GSLs were included under ckaged need

because these data were not available from financial aid records in
all institutions. To have included these resources under work and
loans respectively would, therefore, have distorted the results.

~
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EXRIBET 6.1: PERCENTAGE OF AVERAGE BUDGET ACCOUNTED FOR BY VARIOUS SOURCES OF

R : FINANCIAL AID FOR UNDERGRADUATE,DEPENDENT RECIPIENTS IN FOUR-YEAR ~
N . ., PUBLIC SCHOOLS: ACADEMIC YEAR 1978-791/ ~ \
. 120 B . . |
1o} | .
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100 . g X .5147 ]
NN :
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m | : ‘: B R N. 'IN": ) ks
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‘ - ¢« « _ Total Family Income : N . -
fh)lll\'t‘:A Student | irlusl(:i};] aid records. - |

) t
1fﬁd}ustcd for different bases,-i.e., the numbers: of students, within an lncome category,
\ ¥ receiving grant ald is different than that recelving loan support.
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- EXHIBIT 6.2: PERCENTACE OF AVERAGE BUDGET ACCOUNTED FOR BY VARIOUS SOURFﬁSIOF N . <
: FINANCIAL AID FOR UNDERGRADUATE INDEPENDENT RECIPIENTS IN FOUR-YEAR ' ~
PUBLIC SCHOBLS: ACADEMIC YEAR 1978- 7917 ‘ )
‘20 ;_. - ) ' . ‘ .
‘1 . . . v ‘ . / .
or .
4443 6691 N
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Source: Student finaneial aid records. oL T ~
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!fAdjusrud for different bases, i.e., the numbers of students, within an income category,

recelving grant aid 1s different than that receiving loan support. .
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EXNIBIT 6.3:

T Source:  Stgdent fisuncial aid records.

I./Adjnstcd for different bases, f‘.e., the numbers of students, within an

receiving grant ald is different than that receiving lean support.

w

.I’I;JRCENTACE OF AVERAGE BUDGET ACCOUNTED FOR BY VARIOUS SOURCES OF

income category, -

FINANCIAL AID FOR UNDERGRADUATE DEPENDENT RECIPLENTS TN FOUR-VEAR g
PRIVATE SCHOOLS: ACADEMTC YEAR 1978-7917 .
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EXIMBIT §.4: PERCENTAGE OF AVERAGE BUDCET ACCOUNTED FOR BY VARIOUS SOURCES OF - &
: FINANCIAL ALD FOR UNDERGRADUATE 1NDEPENDENT RECIPIENTS IN FOUR-YEAR
PRIVALE SCHOOLS: ACADEMJC YEAR 1978-79

i s
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UAdjkMad for ditferent bases, i.e., the numbers of students, within an inunm_ Ld[&!g)oly,
recelving graont aid is diftcrent thanthat receiving Joan support. n ‘
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EXHIBIT 6.5: PERCENTAGE OF AVERAGE BUDGET ACCOUNTED FOR BY VARTOUS SOURCES OF
| FINANCIAL AlD FOR UNDERGRADUATE DEPENDENT RECIPIENTS IN TWO-YEAR
PUBLIC SCHOOLS: ACADEMIC YEAR 1978-7917
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!./.fnliustud for different bases, i.e., the numbers of students, within an Income category,
recebving grant aid is different than that receiving Yoan support.
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"EXHIBIT 6.7: PERCENTAGE OF AVERAGE BUDGET ACCOUNTED FOR BY VARIOUS SOLRCES. OF

© FINANCIAL AID FOR UNDERGRADUATE DEPENDENT RECIPIENTS IN TWO-YEAR
PRIVATE SCHOOLS: ACADEMIC YEAR 1978-7917
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EXHIBLT 6.8: PERCENTAGE OF AVERAGE BUDGET ACCOUNTED FOR BY VARIOUS SOURCES OF
FINANCIAL ALD FOR UNDERGRADUATE INDEPENDENT RECIPIENTS LN TWO-YEAR
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EXHIBIT .6.10: PEKCENTAGE OF AVERACE BUDCET ACCOUNTED FOR BY VARIOUS SOURCES OF ' -
- FINANCIAL AID FOR UNDERGRADUATE INDEPENDENT RECIPIENTS JANGPROPRI-
& EFARY SCHOULS: ACADEMIC YEAR 1978-791/ .
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As expected, these four items are not constant across Lnstltutlon—

types or income categories. In general, éhe follow1ng trends emerge: k

1. There is a distinct positive relationship between e average
budget (i.e., total cosk of education) and income §htegory.
Whether the student is digpendent or pendent, those with
hxgher family incomes tenN to have hzzggr educational budgets.
This flndxng would seem to ‘be the result of two possible causes
—higher income studdats are either more likely to choose the .
more costly from home" living arrangements .and/or these SR X
students attenﬂ’gnre expensive (i.e., total of tuition and fees) o
schools.—Jpon further analysis of the" relationship between
- * . living expenses and educational cost, however, the data were
"+ " found to support the latter hypothesis'. That is, higher income
» students tend to enroll in more expensive schools; thus, their
budgets are higher 'due to the effect of increased direct
. educational costs, not their choice of living arrangencnts.

2.  As with the budget, hcth dependent and xndependent students . R
exhibit.an expected positive relntxonshxp between the percentage '
_ of cost met by faq;ly contribution and income level. ) _
. Conversely, there is a negative relationship between the Coee -
percentage of cost met by financial sid and income lavel. :
Higher income level students tend to.meet a hlgher\percentage of . o
their educational cost thrpugh family contributions than lower
income students, financial. axd, whxle available across'a ‘broad ‘——1“*
4znge of the family income spectrum, is majnly directed toward .
ose at the lower end. Across stitutions, the %Yesults .
consistently indicate that private school students a hlgher
proportlon of fsmlly contribotion is expected than for studgnts
in public or proprietary schools. This :is related to the ' e o
- previously made point that higher income' students- -tend to attend : :
_higher cost (gegegally prxvate) schools. ~ ° .

. ‘3. There is an expected negative reletxonshlp between income. level : _

- . and the proportion of the budget met by BEOG. By targetxng BEOG v - o
funds' toward financial need, the program has achieved an outcome - h
whereby studefts with lower idwomes (regardless of thelr
dependquy status) tend to receive a higher BEOG percentage than-
upper. income students. Across 1nst1tutlons, however, therg is a .
substantial unt of variabidity. in the percentage of the ('
budget accounted for by BEOG. At both the 2~ and 4-year le ls, _
publie school students have a higher percentage of théir cosW of .

*  education met by BEOG than do prlvate school students due, by . &
and large, toithe rences in educational costs. That is, in -
the lower cost puplic imstitutions, the student's BEOG award
“buys" a greager ortion of his/her education than in’ the h1gher
cost private chools. : :

4. As with the BEOG, there is generally a negatlve reletlonshxp
. o between the percentage of cost met by grants and income levelj;

- i.e., as income increases, there is a te dency for grant ~
e percentage to decrease. Penversely, a anome incregses the .

— -
T
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proportion of education cost which must be met either through
greater family support or leans and/or work also increases. It
should be noted that the grant percentage consists primarily of
SEOG dollars in' proprietary and 2-year public schools, whereas
in private and 4-year public schools it consists primarily of
state and institutional grants. Across institution types, the
total grant percentage is consistently 1arger in private and
d—year public schools.than in the remaining types of
institutions. This finding probably reflects the greater
availability of financial resources in private and 4-year public
schools.” '

The lcan component is almost exclusively comprised of NDSLs.
Rarely do students receive loans from another source’. In

 general, there is ‘no discernible pattern in &he loan percentage

across income levels for students in private and 2-year public

schools. However, there is ‘a slight positive trend between loan -
percentage and income for students in proprietary and 4-year

public schools. Again, the difference across institutions

probably reflects basic differences in educational cost. . ‘\~(//
Students in 2-year public schools do not need as mych aid from

loans, due to the lower costs of attending such sc¢hools. The -

larger loan percentage among Proprletary school\students is also .

due to.their inability to obtain other aid, such as CWS. Due to

the CWS regulations, it is extremely difficult for students in N
proprigtary schools to receive a WS Job' thus, they have to

rely more upon loans than the students in other institutions.

The percentage of the budget accounted for by work is relatively
consistent across student income categories with the work

percentage for lower income students being ‘similar to that of

middle and upper income students. The results are also stable .
across types of. institutions except for proprietary schools. - x

The work. percentage for proprxetary school students, is extremely '

low relatlve to students in other institutions. ain, the low - i

percentage of budget met by work among propriétary school
students xs due to their difficulty in obtaining cws jobs. "N

area in each Rhar graph. .For some institution type/family income @
combinations, there is no unpackaged need. In fact, the various ‘
combinations of sources for some students are larger than their
budgets, particularly those with incomes over $25,000. Although
appears to be no unpackaged need for these groups of

s, it should be noted that the contribution of each

is based on the mean and that the standard deviations are,

y large; thus, within each of these groups, there is y;
ve variation. - Furthermore, students are allowed to -
under GSL to offset the required family contribution.

ore, the aid package recorded by the institution can ¢ ‘

éd the difference between educational cost‘and the expected
contribution. -
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On, the average, W& percentage of unmet need is greater for the
: - independent st:ud_ than the dependen: students., The fmdmgs*
A across ingtitutién pypes consistently indicate that students in

proprietary schogt have‘g)hlgher percentage of ummet need than
students ‘in the - other institutions. Thig finding, in. )
con;uucq}on with the earlier fnndxngs on - loan~wdrk.burdens, ’
would appear to indicate that proprietary students have the
largest ummet need due to, the fact that relatively little of
their educational cost is met by packaged loans Qr WQrk (1.e.,_.
non-NDSL or CWS).

.4

-

f\ These results both conflrm geveral obvxous ekpectabzons and ‘also run’

counter to others. F1rst, there is an expectedxpos1t1ve relatlbnshxp .
between 1n¢ome and family contrlbutzon, as the" student's ab111t¥ to‘pay
increases, so does the expectation that be}she:begrs primary .
responsibility for the cost of his/her education. Secqnd, as aLso
antic%pited, there is a negat{ve'relationshié‘between fémély’iniome and
the level of the Basic Grant award and total grants in général.\ When
- combined, hawever, thh the average expected famxly contr;bueloj to form
. the total' level of nonreturnable support available to the student, an "
;n:erestlng pattern can be observed. Although grant aid sppears|to 'be
.quite effectivé ig compensézzng~;hose“hosé disadvantaged by moving toward
.equalizing'the wide disparty in the family's ability to purchase higher
education, the effect is not consistent écross income levels. What ;f ) '
obgserved instead is what we have chosen to call the middle ine Ap. -
. That is, the relationship betweenvincqme?and the p;Oportion of the budget
met through nonreturnable suppbrt forms an inverted bell curve; the
proportion is highg: at the extremes of the income distribution and is
generally lowest in the middle income ranges. For such studenfs, théir
"income provides too little in the way of discretionary resources and yet
is often too high to-qualify them.fo-receive the needed grént suppoqg.
~N This situation is exacﬁly'what led, in 1978, to the passage of the Middle
Income Student Assistance Aét (MISAA). pStensibly, the additional
resources targeted for thesé middle—incoﬁe students will corréct this ‘."
inequity and, in so doing, will result in what we would judge to be an
equitable outcome—-an approximat;;y‘equal.ggoportion of the budget met
through nonreturnable aid across &11 income levels.(véifical equity).

. .
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The two flndxngs whlch were unexpected were the variation$ in cost of

education across .income categorzes and the distribution of loan/wogk_
burdens and unmet need. The flrst item, that higher income students tend
to purchase higher eost educatxon than lower income students, is in

retrospect not too SUtpflSlng. As Astin has noted, "...within the very

. high income group, parental income is positivelly related to attending a

w13/

selective, expensive private college located away from home. Not

Y

surprisingly, students with greater innate finadcial resources, even with

the availability of various aid programs, have a clear advantage when it .

comes to choice of educational institutions. The second area, the

distrfbution of loan/work burdens and unpet need,.is a more complex

finding and will be explored in more detail in the following two séctioms.

-~

The Distribution of Losn Work Burdens

— . .

The student's loan~work bhurden (1.e., the portion of his/her cost of -
educatlon met by loans and/or work, excluding unpackaged aid) is, as
dlscussed prevxously, our key measure of the equity of the aid
‘dlstrxhutlon. This criterion will be modified in the next section, but
for now, sthe way such burd‘are distributed will be used to assess the
equity‘of the student aid disbursemeqt system. This particular dis~
cussion will address two aspects of this distribution--the proportion of
undergraduate aid applicants with loan~work burdens of 30 percent or
less; the proportion without such burdens (a zero percent burden), and
the degree of variability in loan-work burdens (i.,e., the consistency
with wﬂich such burdens are assigned to similar students in like

circumstances).
'

To begin this discussion, Table 6.1 presents the percentage of
undergraduate aid applicants with loan-work burdens of 30 percent or |
1es§, and Table 6.2 displays the percentage with loan-work burdens of 0

percent (the latter are those who are, in effect, getting a "free ride"

through the receipt, of grant support).. From EﬁeSe data, one can clearly

\

13/4 u. Austin, The Impact of Student Financial Aid Programs on’ Student
Choice, Final Report to the U.S. Office of Education, 1978, p. 83.

~
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TABLE 6.1: -PERCENTAGE OF UNDERGRADUATE AID \APPLICANTS WITH LOAN-WORK

. BURDENS OF 30 PERCENT OR LESS, BY INSTITUTION LEVEL AND CONT
' S ' AND TOTAL FAMILY INCOME: . ACADEMIC YEAR 1978-79
_ Q‘ - . jf.ut} ’ -.Idbpitutionai Level énd Coﬂtfal -
W SR - APPLI " 4~Year 4-fear 2-Year 2-Year °  Propri-
_ ;T . Publiec Private’ Public Private , etary
‘ Degeﬂdeﬁfs e 4o . ' A -
— $0~-$5,999 - - 60 65 " 56 . 51 4 . 16
- $6,000-$11,999 - 58 .61 46 64 4y . .66
$12,000-$17,999. 44 S G2 62 0 67 . .33 65 .
- $18,000-$24;999 .. 41 40 bty 45 . 3% . 37 .
: $25,000-$29,999 - 52 47, 'S5 T 8 28 37
$30,000 or more . 55 ¢ - " 54.. 433 * . 62 ) 66
. .. .. L P e e i ( LA N ya
Independents . . ) ' ' '
$04$2,999 - B TST 48 &2 68 42 o 66
$3,000-$5,999 - L 55, A6 - T4 . 57 68
$6,000-$8,999 - - 62 .76y - 65 - " 60 .50 - 80-
v ~~-$9,000-$11,999 ~ . 58 . 52 37 - 63, o .
< $12,000-$14,999 5Ly « 30 -k s LA %
o $15,000 or more , 61 14 72 * * - *
Source: Student financial aid records.
*Insufficient observations I \
-
~ z" ' :
. i N
/
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IABSE'6.2:. PERCENTAGE OF UNDERGRADUATE AID APPLICANTS WITH LOAN-WORK
BURDENS OF ZERO PERCENT, BY INSTITUTION LEVEL AND CONTROL AND

S5 TOTAL FAMILY INCOME: ACADEMIC YEAR 1978-79 |
. e ) -
A ~ ; .ALL ; o Institutional Level a§&¥Control \
{ - ’ ) ) R
g , APPLICANTS 4-Year 4-Year 2-Year 2-Year Propri- .
T o Public = Private Public Private etary
ﬁegéndénts‘ P ‘ : ' -\I . ) ,
‘ $0-$5,999 | 33 e 9 31 9. 37
* - §6,000-811,999 28 34 9 37 5 34
f * ) $12,000-817,999 12 13 Fo2 25~ -3 30
' . 925,000-$29,999 4 7 0 30 3 . * .
\ $30,000 or more -2 8 0 * * 0 e
. " Independents - . = - | A -
$0-$2,999 30 23 12 48 21 2%
$3,000~$5 999 - '39 28 18 58 14 - 29
" $6,000-$8,999 ‘ 43 ' 41 34 43 22 63 -
89, 000—$11 999 33 ' 39 5 36 * e *
$12,000-$14,,999 23 22 Lk * * Tk .
$15,000,;_pr" more = 13 8 14 * * *
Source; St&&ént flnancxal aid records. v
*Insy fflclent observatzons ' ’
. « .
» L3
. . "6{
L
N -
) e
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observe that overall the majority of aid applxcants have loan-work

burdens ef 30 percent or leSS.‘ For dependent students, 5§$percent have
loan~work burdéns of 30 percent or less and for the “ndependent students,
’6? percent have such loan-work bu;dene.- Although on énlaverage, aid
| apnliqants'do not\seem to be overburdened with loans and work, there is

ide variation in the percentage of individuals with such loan-work
P [ . N »

dens across both 'types of institutions and family income levels.

. A further insnectinn of Table 6.1 clearly reveals that certain types
of institutions.tend to have a smaller percentage of students with
loan-work burdens of 30 pertent or less than other inmstitutions. For~
v example, 2r-year private sehools con819tently have a smallen percentage of‘“*
l # dependent students with a loan-wqrk burden of 30 percent or-less across’
¢ income levels than all other types of institutions; thus, relative-fo the -
| other institutiomns, dependent aid applicants in 2-year private*sehools'
‘ate assuming larger loan-work burdens than their counterparte in other
schooléu Across types of institutions, the followlng addltxonal

V'CORCIUSLGRS can be maﬁe from Table 6.1.

1. Dependent aid applicants: _‘5?':

A. Pro;;letary school students tend to have, on the average,
the lowest percentage loan-work burdens——ih that 65 percent

. of the student$ have loan-work burdens of 30 percent or

o : . less. This low loan-work burden among proprietary students

. _ is misleading. Ag will befidiscussed in the next sectionm,

. - " they also have the highest level of unmet need.

B. At‘both the 2- and A-year levels, public school aid
‘applicants tend to receive lower loan-work burdens (1.&.,
they have a higher percentage in this category) than
private school aid applicants due primatily to their lower
st of education., : . s

~—

2. {ndependent aid appllcants"
. A, - Propfletary and 2-year public sahool aid applxcants tend to
o . assume lower* loan-work burdens than those in other types of

LT ‘ ~ institutions. However, as noted' above, :this is /misleading. $’

*>r 00T 4B. As with dependent ‘aid applicants, there is a g ight

) g X s tendency. for these in public, schools to receive lower

N loan-work, burdens‘@han aid applicants lneprxvate schools.



*

" This flndlng supports the expectation that as school costs
increase, it is more likely a student will finance his/her
education through a combination of loans and work.

In addition to the gbove institutional differences, there is also a-

fair degreé of variability in loan-work burdens across income levels® In

. general, the middle income dependent aid applicant (SIZ 000-$24,999)

category and the lower income independent aid applicant ($0-$8,999)
category tend to “have generally a smaller percentage of students- with
Ioan—work burdens of 30 percent or#less than those in the other income
brackets. While thxs, in part, is related to the preV1ously discussed
relatxonshlps between family income, nonteturnable aid and unmet need, it
slso deplcts the mlddle-xncome g§queeze" addressed in recent legis-
latlon. These students, while not wealthy enmough to pay the 110n § share

of their educatlonal costs _nor poor, enough to receive a large grant

E
‘award, are forced to beer a comparatively 1arge burden in loans and work.

3 / L

Turngpg to Table 6.2, it is surprising to see the large percentage of

aid‘applicants‘ﬁho'finance their gducations completely through non-

. returnable funds. Among the dependent aid applicants, 19 percent have no

lean-work buyden while ‘among the independent axd eppllceuts, 34 percegt
lack such a burden: Moreover, as with the 1oan-vork burden of 30 percent
or less, public and proprietary schools tend to have a larger percentage
of aid apglleents with all nonreturneble support than prlvate schools.
Thls finding confirms and supports the earlxer results which indicate

that as educetlonel costs escalate, aid epplxcents are likely to receive

aid from multiple sources. In other words, in the more expensive schools

" (private), only a small percentage of eidﬂapplicants cdn attend without

recexvxng aid from loans or work; whereas in the less expen51ve schools

(publlc) grants and family contribution asre sufficient to defray all of

»

P

a student'g, educatxonal costs.

+ The greoeding discussion of loan-work burdens, however, is just one
part of the issue, i.e., the way self;help support is distributed to

various sectors of the population of aid applicants. of greater

' importance from the perspective of equity is the rconsidtency with which

such treatment is applied. Thig is displayed below -in Table 6.3,

. ~
- . .
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TABLE 6.3: THE COEFFICIENT OF VARIATION OF THE PERCENT LOAN-WORK
BURDEN, BY LEVEL AND CONTROL OF INSTITUTION AND TOTAL
FAMILY INCOME: ACADEMIC YEAR 1978-79 .

-

Institutional- 1 and Control
ALL nstitution Level an ontro

- L I )
SCHOOLS, 4-Year 4-Year  2-Year 2-Year Propri-
= _ Public Private Public Private . -etary
ALL STUDENTS . 0.85  0.82  0.65  1.13  0.58 0.99
DeEendent§ ' | . ) e .
- 4D0-$5,999 e 0:96 1.09 0.7l ~ 0.89  0.53 1.22
56, 000-311 999 0.88 - 0.96 . 0.58 1.04 ¢.58 1.05
$12,000-$17,999 0.64 0.64 0.51 0.77 0.50 0.88
$18,000-$24,999 0.58 .0.58 0.58 0.70 0.40 0.51
$25,000~$29,999  0.63 0.62 0.58 /1.02 0.5 0.54
$30,000 or more 0.67° 0.78 0.60 * - 0.38

* b4
i : . ‘ ' 7

Independents  tv  .1.08 0.90  0.85 1.35 . 0.82 1.04

Source. Stndent financial aid’ records.
*anuff1c1ent observatlons -
The coefficient of variation is simply a measure of the variability

relative to the mean for the groupt
-
) STANDARD DEVIATION
. C.V. AN ) ‘ AN

. . -
‘It provides a standardized comparisonibetween dissimilarﬂdisf%ibutions

With this Ln mind, an 1nspeet10n of Table 6.3 provxdes some interesting
results. thne the variations tend to be generally in the medium to hlgh
range (tMis is, of course, a subjective interpretation), there 1is g,wxde

disparity in the consistency of treatment. With regard to iqgtitutional

differences, the pr e nonprofit schools exhibit much less variation

oprietarieg. TRelative to thé student's income

~

than the publics and py

=



level, the distributions are approxiﬁately bell-shaped-~the treatment of
those deperdent students in the middle-income ranges is more consistent
than those 'in fhe lower and upper brackets, or the independent students.
. o X . . . ,
While these are rough relationships, they do appear to hold rather
consistently throughout the table. As a result, it seems that the
variation in treatment, vis-a-vis loan-work burden, as dependg?t upon a
complex relationship among a number of different factors: the
{ institutgon's,access to nonreturnable aid; the homogeneity of the need of
the student body; and obviously, the financial situation of the

individual student. These relationships will be explored later in this

N _ report; however, for ‘the time being, we offer the following as a

P . ‘h“' reasonable set of hypotheses:
. . N
1. | private insfitutions, by virtue of their generally greater
resources'(e.g., higher tuition revenues, greater Federal
support, endowments, etc.), are better able to provide
N nonreturnable aid to students in need than the publics or the
_proprietaries;

2. the privates also face a more homogeneous and less neehy
population than do their counterparts (see the following

?;

section), ‘and are therefore better able to fully support-
. students~—they do not have to spread their available resources
over a large number of needy students; and ‘
- 5 ) . .‘ ] . .-“
. 3. since 1income does not necessarily reflect ability to pay, the
_ variation in need for fimarncial support. is likely to be more
variable for those at the extremes of the.income distribution.
. .
With regard to the last point, a'family income of $40,000 does not
. necessarily imply ineligibility for financial aid, due to alljhe ' .
. -possible offsets which chn be al%awed, e.g., family size, ' uninsured
- . . ’ . - . \- ¢
losses, number of children in postsecondary education. Similarly, a
, " family income of $15,000 does not necessarily ensure_ eligibility. For

these redsons, the following section, degling with "neit price," will

substitute family comtribution for total family income.
q .

C 632 | | '
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Net Price -~ The Student's Actudl Cost

— -

In the sxmple bar graphs presented earlier, it appeared that,
controlling for. type of Lnstxtutxon, the portxon of educatxonal cost met
from nonreturneble aid (i.e., family contrxbutlon and grants) for
dependent students thh family incomes under $25,000 (and Lndependent
students with incomes. “under $12,000) was, in a gross sense, equalized

among students with different abitities to pay. What was found to be

#sxgnlfxcant, though, was the’ composition of the remaining shortfall.

Fhile reported work was seen to be reasonably stable across income
categories,.as were loans (except in the case of the 4-year publics),

} -
unmet need was generally goncentrated in the lower incom¢ categories.

Such unmet need leaves the student with a number of nossible options—--

increased family contribution ‘above the level expected in the aid
package, additionsl loans (usually GSLs which, since they are typxcally
not packaged by aid offxcers and are often not recorded in the student s
financial axd file, were, therefore, not always picked up durrng our dats
collection), unreborted academic year earhingé,&or a standard of living
less than that assumed by , the institugional budget. Regardless of the-
choxce made, each of these courses. of action imposes an addxtxonsl burden
upon the students, partxculsrly those facing the greatest finanéial
barrier, over and above that of the loans and work they must already

.The comblnatlon of loang, work, and unpackaged need,. nherefore,
rei\k’net price’ whik? the individual student pays

bear.
must be considered the

for his/her education)

To further explore this issue, Exhibits 6.11 and 6.12 provide the

average‘net prices (expressed as a percent of total budget) faced by both
deppendent and LnQEpendent students controlllng both for cjgt of ;Bucat}on
and level of family contrxﬁﬁtlon. The latter variable is a better
mesZure of famlly wealth than total xncome. The resultxng curves cap be
vieyed as being compcsed of three segments' 1) students with famlly
contrlbutLOns less -than zero (i.e., not only c%p the family not support
the student but also, additionadl funds-are needed tq maintain a ‘\\

reasonabre standard of living) wh® pay. the greatest net price gpd account

L4
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EXHIBIT 6.11: RELATIONSHIP BETWEEI:I E}‘{PECTED‘ FAMILY CONTRIBUTION, EDUCATIONAL COST AND NET

"PRICE FOR UNDERGRADUATE DEPENDENT STUDENTS: ACADEMIC YFAR 1978-79

»
Feadly Comtribution (4).
' Kdwcagion Cost (§) Tnder 80 fo 30499 $500-99%  $1,000-1,399  §2,000-1,999  $4 000+ Totst
0-1,300 6.7 6.8 §1.3 1.9 ATy 1.1 20.1 .
s . $1,50t-2,000 2.9 7.9 58.4 $1.7 50,3 at.e 2.5 ;;:
£2,001-2, 500 .2 .5 9.0 AT are 41.3 39.§ 9.4
’ $2,501-3,000 56.% st.¢ e, 2 $5.8% 51,1 40.3 9.7 [T RN
$3,001-4,000 . 2.0 .7 3.1 s34 S6.% ¥%.8 ne 50,2
%, 000+ -~ .7 2.6 6.2 .4 6.9 - 4.3 0.0
80 - ' . ‘
A
N <,
\ P § '¢' S
- \) (/)
£ \ & %,
0 \ \J ¢
. K %,
g L . N _LL; K 'e" .
g 60 . ‘..-.i--.--.‘d....k\"‘.""'l} ‘0' . -
- ) LN »
o . "" . ) ) ..-i-—-
o """’\‘ ‘\‘ . ".
’lti)h WS
[ Q
=3
=2 .
[ -
-
[~
¢ ~
-t . [J . -
@ 40 1 ’
- . A . . 1 " ) "
. ..
"&.
[ 1
. . . LEGEND? . ,
20 - .
. * Cost = $0 - $1,500 AT — ‘ - ’
Cost = §1,500 - 82,000 = — o= '
3 Cost = sz,m - sz’jm YT ) \ ‘e
Cost = $2,500 - 83,000 IBEgRRRRSL .
Cost = ssrm - “'om S . et 5
. ;t$~,- . Col: ™ $4,000 or more reeeisienn, .
A‘ y
-
; ’ : “ '
less thas 0 - ‘ ' ' - i N ~ 3
a8t "
K .~ ¢ . O-Asy sa8-999 1,000-1,99¢ °  2,000-3,999 = 4,000 or more ¥
S " .-~ FAMILY CONTRIBUTION {§) + -
- . ‘ : . . - ‘ - . . . v ’ . .
\ LY ) ° * . i '.
. : t . DR . .
T , - 4 N ' , - ., -4
Source:’ Student financial.aid records. : .
' . / o . . 1 8 :
, . T 6.34 . . .~ 4
:‘, o ‘ . ‘ .
/ K /
/ * x'v\n‘ -
¥ . l)' B -~ - J ‘
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EXHIBIT 6.12% - RELATIONSHIP BETWEEN EXPECTED FAMILY CONTRIBUTION, EDUCATIONAL COST AND NET
PRICE FOR UNDERGRADUATE INDEPENDENT STUDENTS: ACADEMIC YEAR 1978-79

& -
. —_—— ——_—
. fami | tribution (§) . -
Lducation Cost (§} Under §0 t0 $0-499  $500-99%  $1,000-1,99%  $1,000-3,99% 4,000+ otal
- o 10.8 0.3 5.3 §1.0 3.2 1. 16.2 0.3
. : :‘::;6:‘3. 53.8° 6.7 4.3 AT A6 40,9 21.0 Rt
$2,00t-2, s7.8 4.9 .9 50.0 439 0.3 17.% 8.8
$2, 501-%; 8.6 5.3 5.4 0.4 51.4 1.8 1.8 5.9
43, 00 4,000 3.9 .. 457 437 &t.t 3.4 2.1 1.3
", . - 4.3 as.3 6.2 a3 &1.6 1.8 &4
; 80 , - Y\_ . .
o "' : . - o
i % -
K $
Fan Y .
frea
§\
-
= . 60
(29
Q
~e
L
{3
&
"]
[~
QD
e 40
€3]
-
AN
20 ' ’ al . - -
. 1 Cost = $0 - $1,500 a— . \
// : Cost = $1,500 - $2,000 o= == =
Cost = $2,000 - $2,500 “rteecece:
Cost = $2,500 - $3,000 iresememy -
N " ’ CO.C - sz‘m - s“’om -— e
; . Cost = $4,000 or more cesverease
¢ v
' 1 L o 1 N -1 '
Less than 0 0 0-499 300-999 1,000-1,999 2,000-1, 999 4,000 or moee”
. &
- FAMILY CONTRIBUTION (8) , S
. )
o ' N ’ v ‘ b
' L W -
‘Source. Student financdial aid records. . o,
. \ 4 . . A
¢ ¢ . - 3
/ . ) oo .
. . Fa %. 35 \ e
. ‘ : ' AR " .
’ - . '
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. typically adopt pa

fot approximately three percent of the students; 2) those with

-

contributions over $2,0ﬁ0 who pay the_smgllest'price and'scoouﬁt for 16

percent of the udents; and 3) those with contributions in the $0-$1,999

(accounting for the remaining 81 percent of the students)*who are

effectively equal?zed with respect to -the price which the student must
pay. The obvious questions are 'Why are the net prices greater in ‘the

lower income categories?™" and "Is this anl equitable situation{" ,
. - ’ i .

With regard to the first question, ‘it appears that’ the gap is often
the resalt of an intentional institutional policy. Faced with limited
resources, schools are éenerally unable to meet the entire need of all
their eligible applicants. Consequently, financtal aid officers

. g‘ékaging rules dgeigned to standardize treatment of
individual students (seethe discossion in Volume‘I'of this report) For
example, they may ‘choose: to establlsh 8 dollar«cexlxng on the ‘aid agfrd,
or they may choose to- package aid up to a flxed percent of need (eug., 80
percent), or a number of other posszble strategxes. Under the flrst _
example, those with €sé greatest need (e.g., the least wealthy students)
are likely to bear the greatest net prxce,-under the second example, the

burden will be dlstrxbuted more evenly scross varylng levels of family

7
2 :

wealth. As Milner has so aptry observed: | o .’ej E
. . . . ,*

The major reasons for this situatiom are a series of xnstltutzonél

- diletmas and constraints. For example, students who want and des&rve
aid always exceed available funds. Consequently, a fxnaﬁcial*sxd
officer can help several middle-class students with modést but K _
genuine needs for the same amount of money that he [can Help one - i
lower-class student will need a large amount of i 14/

L3

The observed distributionkl pattern 1is, thereﬁore,sTikely the result of

. . s b ,‘ . .
institutional respomses to a very real problemr—reeource scarcity.

Under optxmal COBdlthﬂS, our definition of equxty would demand that

A Y

.

students be equal&ged across categories of family wealth and lnstltu-

tional cost. What institutions are fading, however, 1s somethlﬁg less
/

. ' ’ « ] . . . ‘// L o [
14/Murray Milner, The Illusion of Equelxty (Washlngton, 0.C.:  Josdey
Bagsy f972), p- 66 . ,

- . e

L L 6.36

I I8¢ =
»

¢



. A .
¢ f

o

than dptxmxl, thereby leadxng to second—best soiutlons. But are these - .

s > .

I Iess than th1m31 solutions equitable? THis 1eads us to our seceond
LN * . \
DR questxon.-, S - . R N ' \
5“ 3 ‘l o - * » ’ N 4 ' . ‘\\
e - If we accept the premlse that the- unequal treatment of unequals is  ~
Sa e equxtable,.then perfect equxty would be a. state of complete equallty
AT among sppfents fac1 imilar cxrcumstances (1 e.y cost of educatxon)

- _thh dxfferent abxlxtxes to pPay. In terms of our precedlng ex&mplesf
' thig would unply‘that the varxance in net price should be at & mlnxmum.'“
., ~for any actxons beyond the poxnt of complete equalxty, only the same o

e _:‘ treatmént , would be : accepted -as equitable since we would now be deallng

~ resources st be distributed equally amdng tﬁé\ellglble rgcipients; Thé< 
dxffxqulty,for the xnltxﬁubxcnal aid offxcer “lies’ in the c@?ice of a ZSSC N
defgn;trbn ofxequalxtx. Should all students be gLVen an equal dollar
share of the ghortfgliwbr shoulid the distrihution take into sccount the
"decreasx marginal utilizglcf{incpme"land give the 1atgest éhare‘tq
thcse sg‘é -highef“ end of- the i’n’éonie spectrum? The§e§ are. d'ifficult ‘
.normntxve questions and are not’ answerable from the empxrlcsl results of

f S thxs study.‘*At best oxnt out the problem and leave it to the

polxcymakers to reach a decxsxon.~

41 '

. edué!tiaﬁs. This is'prgsented in Tab
e T ‘qu variation™as 'the index of equality.
. ' } . :
The pattern observed here, while gimilar to those displayed in )
‘ J Table 6.3, is far Qo;e pronounced. First, as the cost of edpation
1\ increases, the variation in p;rcentage net prices decreases} presumab&y,
* this i3 due to the previously mentioned greater access to nonreturnable
\‘\Qéirresource:'in the high~cost institgtians and the Zreater likelihood of
a.z%}o net-price at som:\wery low-cost schools. Secoﬁd, if one were to
. ploy t data provxded in Table 6.4, one wouldﬂi‘sé;Ve a pattern like -
/”ftﬁit §:::§“1 ~<§hlb1t3 6.11 and 6.12, onlﬁ.reversed. That is, while

N thﬁj;;at thg lowest end of the family wealth spectrum pay, on the

.o 6.37

T 187 -

thh equaLs.r That is, to be equxtable, any shortfall in av ilable R - .

.
.
N\

M N\
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Yoo average, the, hxghest percentage net price, the rela&xve variation in net
to SN N ' Iy
N l' " : prxces for thls gfbup is the mxn1mum for the entire populatlon.
N \- N . .
\,\{ TR Simllarly, the m;ddle groups remaln reasonably constant, and increase in
' N ,} veilahlilty at the upper end of the dlstrxbutlon. .
o -‘1 Pﬁttlng these Ltwo observatlons together w1th those just dxscussed we
Sl N cgn conclude that' >
: . . AN N N .
o tf, \ .« the‘;\rcentage net prices that students pay are, by and large, -
. oy .equal except for those at t extremes of the family wealth
RN - ' 'dlstrlbqtlcn, ; _ ' ;
. i -~ e  the dlfferentlsl treatment] of those at the extremes.i probebly
< o ~ the result’ of znstltutlon axd packagxng practxces' .
N ~
» _ a .. @ the varxatlon in percentage het prikes is related to the cost of.
L N the educatlon at the selécted gnstltutlon--slmxlar students can
NN e .\reasonably ‘be expected to be. treated more alike in high-cost
. ' ' ‘ Lnstxtutlons than in low~cost schools; and -
D N ~ e controlllng for the cost of the selected educatlonal institu-

tion, the tredtment of the neediest students is generak}y far
more cOnsxstent than those from the least needy families.

L3

These relatlonshxps wxll be elaborated upon in Chapter 8.

B .‘J/_‘_
N \ IABLE 6 4., THE COEFFICIEﬁT QF. VARIATION OF NET PRICE, BY COST OF EDUCATION

. ~ \ ;% AND EXPECTED FAMILY com’msu'rfou. ACADEMIC YEAR 1978-79
.f* Cost of Education
N Expected F }y T $1,500- §$2,000- $2,500- $3,000- $4,000
- Contrlbutlon— $0~-1,499 131,999 $2,499. §2,999 33,999 or mo:g\
ALL- FAMILIES \( . 0.97 0.71 0.72 0.59 \\ 0.61  "0.42
Less than $0 0.57  0.75 0.21 0.32 . 0.33 _—
_ : $0 -, - 0+ 1.09  0.69 0.66 0.61 0.77 0.42
o ©\$1-8499 T 0.76 0.57 - 0.52' 0.48 0.54 0.35
: - $500-5999 ~ - 0.79 0.57 0.53 ~  0.47 0.49 0.31
- "$1,000-$1,999 0.81] 0.57 0.58 0.38 0.52 0.40
. $2,000-$3,999 T 0.87 ° 0.95 0.63 0.58 68 0.36
$4,000 or more . 1.19 1.16 . 1.37 1.15 ). 80 0.60

b . ' - a

x

"Source: Student f1nanc1el ajid. records.

-l/Full txme tultlon and feeo

»
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FINANCIAL AID: WHAT INFLUENCES WHO GETS IT T
.‘ S P L
As we ‘have defined it, a situatiof of equitable aid distribution fk\\

one in which-equals are treated thé‘sameyand unequafs'are treated
differently, Pgtting Lt another way, students in .similar circumstances
should be treate&'eqﬁslly while students in different cirtﬁmstances ought
to’ be tréated differently. Thls view of equlty which we have posxted
therefore, lmplles a d1chctomy of possible determlnants of aid
distribution: ‘those which are 1eglt1mate bases for unequal treatment
.such as family wealth, dependency, ;hd cost of educatxon‘ and those wh§v7

. are illegitjmate such as ethnicify, gender, and ability. .o

<

Regression Analysis ,

Bgsed on this conceptxdn of distributive equlty, the legxtxmate

',fact #should be the only valid determlnants .of the dxstrlbutlgn of
nfinaqclgl aid funds. That is, they.should account for a significant =
amount of the variation in the smount of “financial aid aﬁhrded to
stud:§g§}\fhe ﬁpriatioﬁ attributable to such factors is legitimate,,
wheteas ény resfd&al'variatidnlmay reﬁreéent inequitable distribution
and/or errors of measurement. In essence, the expectation is that there
are no differences in the amount of financial aid received by students
when initial dlffetences,on th;blegltlmate factors are controlled for.
Factdrs which are considered legitimate va;iables upon which the |
d{stribution of financial aid should bhe madé include the following:

famlly wealth (measured here by the student s BEOG eligibility index for
the Basic Grant model and the expected parental contrxbutxon for the

three Campus Based aid models), the "price’ of the de51rgd education
(measured by.the total of tuition and fees),, dependency status, and
enrollment status (fuli-time versus part- -time). According to the above
hypothesxs, if all students are alike on these variables, then the ) .

disbursement of financigl aid .to them should be approximately the same.
: —_

Although it’was not possible to exercise true experimental control
(i.e., to match students on these variables) in a large-scale sample

survey of this type, it is possible to exercise ex post statistical -

bl Y
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control throﬁgh'the use\of either analysis of covariance procedures‘or
_,ﬁultiﬁle j@gression techhiques. While both.teéhniqueq permit an

~ examination of the basic hypéthesis, multipie regregsion analysis also

enables one ¢o identify possible extraneous’ or mediating varia?les upon

which - financial aidlmay depend. Multiple regression analysis is a "...

method: of analyzlng»the ‘collective and separate colitributions oﬂftwq or

more 1ndependent varlables, X, to the variation of a dependent varlable,

x". 15/ Analogous to analysis of covariance procedures, multiple

regression analysis adjusts, explains and partitions the variance of a

—

continuous dependent Vvariable intc a regression sum—pf-squares (between

K

group) and residual sums of “squares (within group).

. ‘ In an atfempt to test the previously stated hypothesis and, to exémine
. potentlal extraneous varlables, a series of gultxple regression analyses
were conducted within each institution type (e 8.y 4-year public, &=year

private, etc.). The dependent measures 1nc1uded the dollar amount
o, ' . - : &
+ awarded to aid applicants in 1978-79 from the following programs: Basic

Educational Opportunity Grant (BEOG), Supplémentai Educational
L
" Opportunity Grant (SEOG), Natlonal Direct Student Loat (NDSL), and
Y College Work-~Study (CWS). Thus, thhin each Lnstltutlon type, five

multlple regression analyse% were conducted, one for each dependent

variable. The independent variables,. included as sets, were:
. ' ‘ . , : y
1. measure.of wealth (student eligibility index or expected
parental contribution) educational costs (total tuition and
fees), dependency status, snd emrollment status;

‘ 2. gender, ethnicity, high school grade—poxnt average, and class
' level (freshman,. qu*pmore, etc.);

. 3. selectivity index of the 1nst1tutlon in which the student‘is
enrolléd and size 3@ the institution

-
N -

T

> . . . . ; .
+ factors in the allocation of financial aid. The second and

-

The first t contains thpse variables which have been postulated as }
legit@f
F i - ﬁ
l 15/F N. Kerlinger and E:J. Pedhazur, Multiple Regresspdﬁ“in Behavioral
~\° ' Research (New York, N.Y.: Holt, Rinehart and Wlnsﬁn, 19730

~

. y -
'} . ¢ v / . Yy

19()
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third set represent possible extraneous variables which may be exerting

.- an influence in the distribspion of financial aid; howeve;TF%QS sets

Ao

b

focus on different levels of variation. While the second set focuses
exclu81vely upon student. characteristics, the thlrd focuses exclusxvely'
. upon. 1nst1tutlonal charecten{ijlcs, thus, an examlnatlon of these three
the estemitlon of the,effect of legltxmate |

sets of predictors permis&s ,
t the student and 1nstx&utxonal L

factors. and extranepes factors both
levels. According to our defxnltign of distributive equity, most of the
variation should be accounted for by the first set alone, and the

ncremental w§1ue of the seconid and third set would. be expected to be B

minimal. The 1ndependent and dependent variables used are listed in

. Table 6.5. . | S

PR

FS

', In conductxng the actuel ana%331s, the 1ndependent varlables were
entered as sets in a, hzerarchlcal fashxcn cons:stentiw1th the above |

discussion of d;.st:rlbutlve equlty. The fu:st setw ofy variables.

-~

(legxtlmate factors} ‘'were forced into the :egresseon analy31s xn three
successlve eteps.g'Fxrst, ‘the varlabies were entergd as "main effects
(i.ew, thezr contr1but1ep to. vsrxatxon.sn the ‘outcome taken Lndependent
of any pcssxble céfﬁklatlon) secand, “the two ‘continuous varlables

‘(student elxgszl;ty index or expected parents contribution and cost)
were entered ek polynomlel terms (squared terms) teo account for the

)

nonl;néarlty of 'the main efﬁgcts (i.e., the rekationship between need and
LI
Ievei of suﬁport is best represented- by a series of 1ncremental Steps
.
rather than a 31ngle straight ‘1in¢); and third, all combinations of

two-way interactions among the main effect variables were entered. The
amount of variance explaised by the variables ig these threée initial
steps, therefore, represents the legitim&te variation in buteomes. In

the fourth step of the analy31s,pthe set of student varxables was entered

'd
‘to examine whether any- .of these variables accounted for, or reduced the

* .
- . Y
& *
.

A b ’ : ° )

ST 641
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TABLE 6.5: ENDEPENDENT AND DEPENDENT VARIABLES EMPLOYED IN THE
MULTIPLE REQRESSION ANALYSIS. ACADEMIC YEAR 1978-79

/. . - '
e — . ‘ e : .
o o y - ‘ , , w Independent Variables ' ) i
A / Dependent — — — ¥
- B Vafiables _ Legitimates . Extranecus : ',\
A T, ~ 7 Fitst Set }’ Second Set "Third Set ’
v - > -l : - N ¥
. . . BEOG $§ . Student E123i~ E Gender ' ¢ Seiéptivity-
. .SECG, $ » Educational Cost Ethnicity -~ Sizea L
e e Lo NDSL § Dependgncy Status <Class Level ° T .
# ST , CWs 8§ Eprollment Status Ability ' ’

P . . o, I -

S§urce. Student financial axd records.’

87 \ 2 . ©

&

-

ual (unexplalned varxance) F%nally, the two lnstltutlﬂﬂ&l

variables were entered to determine if these varxables accounted for any 2

addxt;mnafvarxanée.l /o ' ’ N R

xR . S f
: o ‘ ‘ The,results“ﬁﬁvthe analyses, within each instit;tion éype, are: ’
. R . ;presente& in I&bles'é.égthréugh»ﬁ.lo, and- are* discussed below. In
- genefal; the results of ‘the énélyses confixm the hypothesis on oply one
of the five outcome measures, BEOG dollar awards. The legitimate fectors
| qgcodht for between 54 percent and 97. percent of the‘vsrxaége xn‘BEOG}““*i
S awards while controllxng for the type of 1nst1tdtlon attended. - Th1s“ R .
- _ I Exnixng demonstrstes that the variables which were postulated as | yéﬂ{ ‘ﬁﬁ,
S L legxt te factors are indeed the primary detemmlnxng factors in BEOG A
‘ awards. To rexterate, these factors include the family's waalth,
5‘ 4%. o educatlonal cost, dependencfkstatus, and gnrdlhment status. - Not only do
o these varxables have 3 statxstlcally sxgnlficsnt (p < .01 impact on the
- outéome measure, . but” the~1nc1usxon of the addltxonal variables fails to |
“ (/ conttlbute sxgnxfxcanfly to the 1nc;emgﬂtal value of the Rz. :s - T .
‘ | & ; ,

- w . . -

) .
O I Iy .
* . \’\l
7 - - -
. - o &

§ .
' IG?Seleétzvxby Was- not employed as a ptedxctor in the proprietary - \
- ‘schools since there was' no such measure avaxlable for schools pof
- ‘this type. - . ~ ! R
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TABLE 6.6:  RESULTS OF MULTIPLE REGRESSION ANALYSES (R2) IN 4-YEAR
PUBLIC SCHOOLS: ACADEMIC YEAR 1978-79

Dependent Variables

Step Entry - . .
. ' " BEOGS SEOGS - NDSL$  CWSS$
‘ First - Main Effects - ’ _J5°7- .08 .08 1,00
Second - Polynomial Terms 53 .13 .08 .09,
Third - Interaction Terms 54 .15 12 - 10
.. Fourth - Other Studdut Variables . ' .55 . .16 12 .10
: *< Fifth - cher-InsEi:ution Variables .56 - .20 .14 13
S Number of Studemts 5% ., 158 276 262
: | ' Source: Student financisl aid records. .
« o BN L
TABLE 6.7:  RESULTS OF MULTIPLE REGRESSION ANALYSES (R?) IN 4~YEAR
. PRIVATE SCHOOLS: ACADEMIC YEAR 1978-79 A
. . PR N ) \
: - : | Dependent Variables .
" 4. ° [Step Entry ¥ -
- , R ‘ BEOG$ SEOG$ . NDSL$  CWSS$
‘ First - Main Effects S35 .06 % .15 .03
Second ~ Polynomial Terms - B & Y TS £ .04
Third - Intersctionémerms | ) 77 .06 .18 .05
Fourth - Other StudAnt Variables .78, .07 .18 .09
Fifth - Other Institution Variables .78 .07 .23 100
«  Number of Students : 389 208 * 402 ° 383
Source: - Student financial aid records. A
- "' , |
6.43 - -
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TABLE-é}s: RESULms OF MULTIPLE REGRESSION ANALYSES (R2) IN 2-YEAR |
' PUBLIC SCHOOLS: ACADEMIC YEAR 1978-79

¢ -
- - ¢ 'S & . ‘ —F
' 3 riabl -
Step Entry . Depen%ent Variables
. * r .
, ’ . . BEOG$ SEOGS NDSL§ ~ CWS$
First - Main Bffects ’ 64 - L4 .33 17
"“'Second - Pblyﬁomiél Terms .65 . * ES .19 .
. Third - Interaction Terms - W70+ * .30 .
- - _ . . *
f Fourth - Other Student Variables .71 * * *
Flfth - Othet Instxtutxon Varxables .72 * * *
g Number of Students. | | 182 32 - 23 81
| Source: Student financial aid records. > e
< *The ratio of the number of predictor variables to the number of cases’
t : was such that.the regression results would be'spuriously inflated. . )
NP ' . ‘ » L
. ’ . .
. : -IQBLE 6.9: RESULTS OF TIPLE REGRESSION ANALYSES (R2) 1IN 2-YEAR
) ' PRIVAI§;§§H S: 'ACADEMIC YEAR 1978-79,
R
N . ] ) ' ) Pependent Variables '
~— . - - .
o - - Step Entry . — - —
/ S . ‘ - BEOG§ SEOGS  NDSL$ - CWS$
- First - Main Effects . 97 .14 .05 .08
. .. . Second - Polynomial Terms : <97 Jd9 . .07 .23
‘,Third *.interaction Terms ¢ .97 .42 *,‘ W28
. Fourth - Other Student Variables . = .97 * * 33 .
Fifth - Other I&stltutxon Variables .97 * * .50 -
Number of Studepts S 115 54 75 . 92
¢ Source: Student fxnancxal ald‘records.
*The ratio of- the number of predxctor variables to the numbers of casesél .
was such that the regression results would be spuriougly inflated. / /
* ‘ . y K ' .' , f" |
! ¢ o
< -~ | N ; o
| | i
" ) ,"{};r
, o ‘ -lf9gg ~ ﬁé] . :
‘ - ’ l . . t . 6;44 . N "f !
- - . ’ v . ~ f‘\ P
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TABLE 6.10: ~ RESULTS OF MULTIPLE REGRESSION ANALYSES (Rzl IN
PROPRIETARY SCHOOLS: - ACADEMIC YEAR 1978-7

. e ¢ )

-+~ Step Emtty De""‘“““ﬁ“j@?é ‘ . J
. | | ~ BEOG$ 53095 \ ,“3175] * CWS$ /

[8 . 7

. First --Main Effects . | .03 * f
_Second -~ Polynomial Terms : .83 *\/ /
Third - Interaction Terms .83 * /%
) Fourth = Other Scudent'Vsrisbles .83 f‘f‘a
Y Fifth ~ Other Institutiom Variables .83 *
ﬁ?x 'ﬂumber of Students o ’429// j/

© Source: Student financial aid records..

*The ratio of the number of predictot'var-ables to the numbefs;of cases
‘was' such that the regression results wogsld be spuriously inﬁiated;‘
. . ‘ J

. . /
’ The results of the analyses on th¢ remainihg dependent/variables
d (i.e., SEOG through CWS), however, 1’d1cates that althougﬁ the. legitimate

' factors sre accounting for a stati 1gn1f1cant ;elatxansh1p
-+ gcross most variables, the size o the re 2t10n8h1p 1sfrelat1ve1y small
(cell entries range from 5 percept to 30/percent). ?ﬁfeover,'the
inclusion of the second and third sets 0f varxables,’ln frost cases, adds
. _relatively more.to the variange than the 1nc1us1oq/of these same
variables in the analysre of/ BEOG awards. Since'éhé criteria which ave
utilized, 1n the alloc&tlon of flna Cl&l aid are’mors dxscretlonary for:
EOG, NDSL, and CWs), it is not

ypothe31zed 1egxt1mate factors are not

‘ the Campus Based program (1 e.,
o surprising to discover , '
to BEO , in expla1n1ng how money is dlscrxbuted in.

-

is prellmlnavy analysis seems to xndxcate

ds important, compare
these program§41 Th efore,
that-institutional ehavlo s are a greater determxnant of the C&mpus
Based aid gwards han what we have called legitimate factors. A more

detailed /éiuly

s qﬁ‘;h s area is the subject of Chapter 8,of this report.

6.45
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" paid for educatfio

‘expensive sch ls-

another wa

- - -

~
.

e is an expected moderately strong, negative

correlation'becwe' : ent's financial disadvantage (as measured by

theféiigibility i de‘J.' BEOG awards’ (=.31 to -.98). That is, as one.

dollars ‘than st e,,g §1 h a greater need for support. In.terms of cost,

there is a similar y;a ected positive relationship between the price

0G awards, which reveals that students in more
e more BEOG money than their peers in less

#c proVvides a rather 1nterest1ng result, however,

expensive school

is the effect/of ine lﬁg the polynomial term (SEI } in the .second
er.

i8 an increagin trgqﬂ for g\gdents with the greatest fxnancxal nee% fcr
grants to recei e he; largest BEOG awards. While this may seem, on the
surface, to be rat exX obvious, the data indicate that the relatxonshlp

between the| nepd

o] ZSupport and the ,level of BEOC Support one receives
is, to bérxyow jan echnomic term, more elastic at the lower end. To put it
1o?er egd of theﬁs'
the BEOG - wazd‘ tha

‘he effect of the current BEOG dxsbursement process is

le causes a8 greater .increase in the dellar value of
does a similar change at the upper end of the SEI

scale.

economlc 11 d#% vantaged. Tbls flndxng supports the’ intent of the BEQG

program an7 slfo‘the results presented ia ChaPter 5.

Dis 3;§;nqﬂ$ Analysis. - .ff;

6.46
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TS further explore the latter result, a series of discriminant
analyses were conducted to determ%ee which factors best differentiated
between those aid applicants who received assistance from one of the
three Campus Based programs from those applicants who were not

recipients. Incother words, the analyses attempted to identify the

_variables which maximslly differentiate recipients from nonrecipients in
- .

the Campus Based aid programs.‘ A more extensive analysis of this issue .

is the subject of Chapter 8 of “this report (actual institutional

N

behavioral measures are used). The results of ;his analy31s do provide

-

at least some indication of the variables whifh are important, or
predictive, of receiving such financial aid. )
| ,

* .

As with the multiple regressxon analyses, the results of the

/

discriiminant snalyses are pre;i?ped by Lnstltutlon type. The dependent //

variable in each case consists” of a dichotomous va:xable' recipient

versus nonrecipient of a spéEific type of aid. The independent RS

/

varigbles, as before,—indiude the following: expected family /

/
/

- /
contribution, price of education (tuition and fees), cost, depenﬁéncy

. _ o
"status, enrollment status, gender, ethnicity, class level, hlg school

“grade-point average {academic ability), selectivity index of/échool size

cf school and vsrlous gnteractlons between these-var1ables// v

\

- The results of,the discriminant analyses across 1nstxtutlon typee\are
ﬁrese'eed in Tables 6.11 through 6.15. In general, al:ﬁough the '
dléﬁZﬁklnant analyses are statxstlcally gignificant on "each outcome (due
mainly to the size of the data base), the results Lgdxcate that the
dlscrxmxnatlng varlables in each equation. are not gkplaxnlng much of the ’
dtfferences between recxplents and nonrecxplents.//The-lack of practEcal
significance of the discriminant functlon eQuat éns cdn be seen by
examining the canonlcal correlation whlch éxpr ses the degree of
relatlonsh;p between _the discriminant fugétl and the group of

membershlp Grec1p1ent versud nonrecipie t) Analogous to R2 in
P

-
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TABLE 6.11: RESULTS 'OF DISCRIMINANT ANALYSIS BETWEEN UNDERGRADUATE
. +RECIPIENTS AND NONRECIPIENTS OF SEOG,- NDSL, AND CWS IN -’+-YEAR
' gUBLIc SCHOOLS : ACADEHIC YEAR 1978- 79

,
Standardized
- . Discriminant.
. Independgnt.Varxablesr Function ~ Canonical / _ ,Wilks'gl
Co ' Coeffieients=" . Correlation=' Lambd
SE0G ~ ~ : T
Family Contribution .23, .24 .‘.9_4
Race - .52 . _
Dependdacy ‘ - .87 ., . IR
‘Family Contrxbutlon x Cost - .40 . . _ . T
Slze ) - -37 l )
. / NDS :
- —-—-Iﬂ. \\ -
Selectivity . .19 ' " .96
- Family antrlbutxon x Rac '
Eorollment & ﬁ\\
" CWS
-  Size | B - .60 a7 96
Family Contribution o -1.20 :
Dependency - .41
Family Contribution x Cost .73 .
Source: Student financial aid records. L
-1/ The wexghts for the linear combination of variables which maxxmally
dxscrnnxnate recipients from nonrecxplents.
szhe canonxcal correlatlon coeffzcxent expresses the nelatzonshxp among
the.varlsbles in ‘the diseriminant equation and the variable
-representing group membership (recipients versus nonrecxpxents)
Analogous to R“, the canonical coxrelation squared is the proportion’
_ * of variance in the discriminant equatxon_expL‘xned by the group member—
" ship varlable.
S 3/Wilks Lambda is an inverse measure of the discriminating power in the
_ - discriminant equation. As lambda goes up, the digcrimin&tory power of
.7 " the model goes dowm. . :
. . p
. - -~
{ 6.48
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TABLF 6.12: - RESULTS OF DISCRIMINANT ANALYSIS BETWEEN UNDERGRADUATE
' RECIPIENTS AND NONRECIPIENTS OF SEOG, NDSL, AND CWS IN

B 4-YEAR PRIVATE SCHOGLS: ACADEMIC YEAR 1978-79
} v e
. L, ' Sqigdardized
‘ : . Diftriminant . .
Inﬁependent Varxnbles:, " Function Canonical " Wilks'
S Coefficients Correlation Lambda
SEQG ..
cast | - 1.99 N .37 © .86 -
. ,Family COntrzbut n .~ l.67 -
- Selectivity . . 1.56
~ Cost x Selectivity : ©, —3.07
Family Contribution x : .
Dependency ’ _ -1.06 o " :
: : NDSL~t
Fatily Contrxbutxon - C L 1.19 ‘.31 | _ .90
Abxlxty T . 1.13 Co
'Cost x Ability . =113 -
Family. Contributjon x Cost - 49 ’ - : -
Cost .= .28 ﬁ , N
- ’ ’ ) . )
3 ’ )
cCWs .
Cpst R B 7 -~ .38 " .85
..~ Cost x Ability -~ - -1.22 '
Ability : ' .81
Family Contribution x Cost : - 75
Selectxvxty, .~ .68 °
. Slze ' * - 038 > .

. A \ ] . ) - . .
Source: Student financial aid recerds.

) . * . \

[N
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RECHOIENTS' AND NONRECIPIENT
2-YEAR PUBLIC SCHOOLS:

¢

-
-

. i . . _ Y
TABLE 6.13: RESﬁLTS OF DISCRIMINANT ANALYSIS BETWEEN UNBERGRADUATE

S OF SEOG, NDSL, AND CWs IN

ACADEMIC YEAR 1978-79

« b . ¢t
) } ‘Standardized
‘ . o - - Discriminant
. .# Independent Varisbles Function . Canonical Wilks'
s Coefficients Correlation Lambda
+ SEOG .
’ -  Cost x’Seleetiéiﬁy ; - 14.83 .36 .86
Cost ' -14.18 .
Size “ - .67 )
~ Family Contributjion x Cost .54
) NDSL _
. Selectivity 1.15 L2223 .92
. Cost x Selectivity ' - .64 :
-{ -~
CWS : )
Dependency - .67 . .30 .93
Ability - .47 '
Enrollment - .39
Cost .39 L] - P f\
<+ - _
. §odrce: Student financial_aid racords.
> .
¢ ‘
y 7
- ,' N
“ x * .\o‘ B
h S - N
., ) ‘ .
. ! L=
¢ h 6.50 .
3 \‘ ¢ .
‘ . v 200
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CTABLE 6.14:  RESULTS OF DISCRIMINANT ANALYSIS BETWEEN UNDERGRADUATE
- RECIPIENTS AND NONRECIPIENTS OF SEOG, NDSL, AND CWS IN

‘ 2-YEAR PRIVATE- SCHOOLS: ACADEMIC YEAR 1978-79 - . . '\
L ~ . )
. . o . »  Standardized ~ ]
o0 . s Discriminant L.
T : Independentﬁ:l Var;ébles Function = ° Canonica}l Wilks! ' o
Codfficients - Correlation ~ . Lambda '
e ' ~t * ' .
" SE0G » - ' g _ L. T
‘ Cost x Selectiyity _14.83 ~ .36 - .86 °°
Cost ) "'14. 18 . ~ + '
, Size * | _ T =67 - BN -
"‘ Family Contribution x Cost Y -.53 '
T . N {I . - s ~ '
i ' ' ) . L e ) _
NDSL . .o
— . ’/- - . ‘: . ¢
Size _ .89 32 . 89 '
Class - - =.51 ' )
~ : * . '
: o _ Fq . . ‘. : : -
Selectivity . .85 Co . N
Family Contributjon x ; o , N L '
Dependency 7 ‘ : . ' : I
¢ Soutce: Student .ﬁ:’.-nancial aid records. ) \ |
(S sa ’ ?‘
Ri -
[ ] . -
¢ A
- ! - . .
-’ ] ‘ ) t
Lt - f (/ ¢
. «
‘ L
‘ <
¢ . . - ) t 4
- /
¢
. ~ 6.51 . _ /
. ¢ ; _ | * a
. . 4 . ,t 0 .
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" TABLE 6.15: . RESULTS OF DISCRIMINANT ANALYSIS BETWEEN UNDERGRADUATE.
: L RECIPIENTS AND NONRECIPIENTS OF SEOG, NDSL, AND CWS IN
PRDPRIETARY SCHOOLS: ACADEMIC YEAR 1978- 79

- g ,- © Standardized ' o -
¢ . .. Discriminant : __
I?dependent Variables Function Canonical - "Wilks'
R Coefficients - - Correlatjon " Lambda -
- .- ) _S_E_O_GL ‘ . 8 . . ) ¢ .
' Class Level S 777 .19 96
Cost x Race, ~ . +B43 ) '
’ ¥ NDSL and CWS

(Insufficient observationa) = . oo ‘
- i - * . . \

Source:, Student financial aid records.
the proportion of variance in the discriminant function explained by

" group membership. Across the five institution types,il/ the proportlon.
r .

of variguce e lalned the discriminating variables ranges from 2
: . percent tO’I&i§ rcent. onsequently, it is rschar obv;ous that these
N varxables, while stntzstlcally sxgnxfxcant, are not G‘E§E£E~;ft SRR
‘ _. sufficiently explaxnlng how these program funds are &lloeate 3

students. Other factors are likely to be better determinants of a

-

student's access to Campus Based funds. than those normally. considered to

be important, N

A .

lTfl)ue to- the extremely low canonxc&l correla:xons, the results of the
individual analyses within each institution type should be viewed very
‘cautiously.. Indeed, when the discriminant function ‘equation attempts
to classify students into a recipient and nonrecipient group,.the

" clagsification results in-a large percentagesof miscjassifications ,
(approxxmately 40 percent across all analyses). Cond quently, an

o xn-depth treatment and dxscussxon of the discriminating varxables

\\\ is not warranted.- L : .
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'AppaEgﬁtgy, such glébai measures as scﬁool éize and Felectivity are
not precise and sensitive enough to 1soiate the crltlcsl factors involyed
in the dxsbursement of P{nancial aid of these three programs. As .
arevxously noted the awardzng of aid from these sourCes is, left largely
g " to the dzgcretxon ofgtgg flngnczal ‘aid off;cer. ?hus, FO adequately g
> explain the packaging and awarding of these sources of aid, it is*
- 1mpera:xve Lhat spec:fxc program manngement practices be . linked to the
' selected outcome measures. The xdenggfxcatxon and_ examlnatxén of e
specific packaglng SCCLVLELES and prccedur&s should provide g‘betcer*
understandxng of the varzables gnd practices deemed xmportant in the .
DU awardlng of dlscretlonary ald Chapcer 8 attempts not only to xdenCLﬁy N

and link the SpeCLflc management procedurcs Lo the outcomes- bug also to = -

\

: {
. identify and describe the procedures which maxﬁxze the equxtable .

distribution of such aid. ' oo
¢ . .
l. - . N ] ¢
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VERTICAL EQUITY: THE IMPACT OF FINANCIAL AID ON
RATES OF PARTJCIPATION IN HIGHER EDUCATION

’ ' ’ .

.

_INTRODUCTION o
The equity of the distribution of sﬁude§ financial aid fu:xds ,is.’
exany’.néd in this chapter as a problem in increasing the rate of
participa®ion ‘in higher‘ed'ucation for various categories of students. As
previously discussed, one of tl;e central objectives of st_ude‘nt financial
aid is to "increase student acceés' to ;one form of post’seé:ondary |

-, education."= / This aspect of the financial .aid system is a segment of

what we have chosan to call vertital equity. That is, it is the intent

of @mancxal aid- to affect the behavior of different t:ypes of students so
as to ru:é thexr propensity to participate in higher education.’

--Implicit in such 2 goal, however, is the assumption that there exist

"natural® rates of partxcxpatxon which, in the absence of ecomomic °

¢

asazs;snce, are in .some way socially unacceptable.

-
&«

President Nixon, in Ius first higher education message t:o Ccngress
" (March 19, 1970), sumed up the government's commitment to unproved
ﬁqcess to postlecondaxy education? Z - /

t

No quahfxed student who wants to go to college should be barred
by lagk of money. T{xat has long been a great American goal; I
progose that we achieve it now. Something is basically unequal
about “opportunity for “higher edu’canon when a young person whose

-
' * ‘ /A - “
. . . . ) .
.

Tt

' i@rmcis Keppel, Na'éiona ask Force on Student Aid Problems. Fipal
Report (Washidgton, p-g.: U.S. Office of Bducation, 19730, ps 7+ -
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~educat10n and, in turn, to affect the underlylng problem of soclal

family earns more than $15 000 a Year is nine, times more lxkefy

.to ‘attend college than & young’ person whose-femxly earns’ less

than $3,000, Something is basically wrong with federal policy

) ) toward hlgher education when it has feﬂled to correct this .
1nequ1ty. e . : . :

-
- & e -

. .
. P (

Thxs goul of equallty of opportunlty represenﬂs-an attempt to gorrect -

" certain exlstlng patterns of soclsl mobllxty, 1.e., helplng poor students
- to overcome their fxnanclal barrxers’tp’postsecondﬁry educetxon.h*gedEral
rpol:.cy seeks tb 1mprove¢the opportunities of the _poor for hggher

> 1neqda11ty through the dellv%ry of f1nanc1a1 asszstancc.

. N B
- oy . _ ¢

As wae,shown~1n Chepter -3, however, the chain of eeusetxon Ilnkxng
collége edmissxon and \Einancial aid policies with 1nequallty of

)oppertﬁzﬁ;y-ls long and complex. Taken by 1tself, any one of the links’

1nvolvek faxrly strong reletzonaths (for example, the relatxon between :

educatxonal attaznment and occupational: stetus) ‘But taken .as a whole,

.}nputs ‘oW one end of the bhaxn have only modest effects. at the other.

While student ald may kave a- slgnxfzcant effect on equallzxng .

' oppnrtunltles for college ‘education, its effect on equalizing

Qqcﬁpgtgongl attalnment will ‘be conslderably weeker, and the effect on
hglrncome snd wealth, weaker yet. As Mllner hee\so weli" stated:

!
”

'...attemptxng ‘to, affect the structure of economic lnequallty

to mové a heavy rock situated some distance away by pushing on
it with'a series of short sticks tied - -togethker to form a long
rod. Although each stick may be qulte ‘strong, and two sticks
.tied end to epd may prov1de a iturdy pole, a long series of ‘'such
stxcks is an/ineffectual toolm_

-

F1n§nc1el axd is not, then, llkely to sxgnﬁf;eantly medxete social

flnequallty. Money is nq"the only barrier to hxghér ‘education faced by

Iow—lncqme students~*other fectors, such as acsdemxc preparatlon,

ability, -and motivation. seem to be much more. lmportant.

R .
R AT
<

2/Murrty gllner, The Illuslon of Equality (Washlngton, D.C.: Jossey
Baﬂs, 1#97-/, pc 45

.o

- throdgh, student aid at the. college Kevel is. analogous to-trying )

AN
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; MEASURING EQUITABLE RATES OF PARTICIPATION: METHODOLOGICAL CONSIDERATIONS
P N < o '.'_ Y - . N R
', . With these caveats agide, the problems posed by an attempt ‘to assess

* . f

:"tﬁe*equity of the rates of participaton in higher education are many: we
mu gt decldeiwhlch student characterlstlcs should”’ Iegltzmately affect the

. .?gg in which aﬁg is distributed and which types.Pf institutions are of

conoe ; w. must, Qec1de what are "ecesptable" retes of’part atlon in

hlgherkeducateon, end we must select 3 methodology for measurlng the

. "
PR nnpact .aid’ ont such partleipatlon. ) )
R j ‘ | )
N Wlth regfrd to the flrst questlon, we. have argued. prev1ously that !
%u‘?'\(A ‘ “fxnanC1al ald‘ls 1ntended to reduce an exjsting inequality in the rates.

of pert;qipatlon by equailz1ng the . flhanelel ‘barriers that confront
ind;viduals of d1fferent income levels.. Moreover, any pbserved*
d1fferences in the lmpact of flnsnexal ‘aid myst be associated with
*. financisl dlfferences in order ta be deemed legltlmate. One key = )
"_.“iﬂ_ determlnant of such a flnancxal barrler 18 the level of wealth of then: |
| ' fam11y, .or rather, the famlly s ablllty to pay for the student's
.. - education. We ghould, then, expect the student s family 1ncome to be a
ﬁef'eharecterlstlc acroeg which rates of partlczpatloa should e * .
¥ equalized. A true meagure of eb111ty to pay (such as expected famxly
contrihgtlon) would be preferallle; hodéver, our data do not pernxt us to
! calculate buch a gigure for nonaxded students. Therefore, fmmxly xncome\ L

will' serve here as g proxy for this more bxact meaSure.

¢

' With respeéct to relevant\institutional characteristice, oyr strese on

-+ the "financial" aspect of student aid implies we would exgect it to have

its greatest impact across categorxes of educational cost (here defined

- as full-tlme undergrgduate tuxtlon and fees). That is, for students thh
_ the same ebllxty to pPays the beneﬁlts oé fxncncial aid should 1ncrease
;- posxtlvely with educiational cost. Combining these two factors, then, _ :
« financial ax}d should have the greet’est impact on ;;artici;;ation /g)r the
most economlcally deprlved students in the hlghest cost 1nst1tutxons.
Thls 4¥s not to imply that 1t 1s the intent of Federaf pelicy to move poor
students 1ntg/expenszve 1nst1tut1ons, but rather that, the poxnt of
congruence between hxgh cost and low wealth provides’ the clearest test -,

, .
- 2 §-
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. for the meact of financial aid. As Aséln and Bayer— have noted$ a

critiecal 1ssue.related to student access is the ability to attend an N
affluent and: prestlgxous institution: " not only does such_ an 1nstxtution
offer the student a rich learning experlence, but also may prov1de
"frxnge bemefits" insofar as it facilitates his or her ‘entry into

graduate or professlonal sch301 and into a hlgh Status occupatlon-

. The next question to be aﬂdressed is the speclflcatlon of an

'acceptablefrate of p&rthlp&tloﬂ in postsecondary education. For clarxty

in discussion, we shall use one example-students-WLth different levels

~

of income participating xt lnstltthons with different levels of‘cSLt. -

»

'However, the general methodologyfwxll be the same for any othex

comparisons.s According to the q;gum&né made in Chapter 6, the logik of
the financial aid program is as follows: .

é s

.

* Students .with low levels of family wealth'face fln&ﬂ:lal
" barriers to hlgher education and therefore participate at
unaccéptable rates. Financial aid is-offered to them to reduce
the barrlers and raise thexr rates of attendance. .

d‘;_.

'In evaluating the impact of<financia1 aid on access to hlgher‘education,

-therefore, we' are cdncerned with "shifts" in the pre-exlstlng rates of<‘§

A
» D

partxcxpa:xon. Ideahly, we would like to compare the behavior of

Lndlvxduals before they” recelved aid to their behavior after they receive

aid. Any observed Shlft would then be attributgéle to the igtervention

such longitudinal data.
e
ﬁt best, we can éampare, at gimilarly prs ed 1nst1tut10ns, 1nd1v1duals

of studenc ‘aid. Unfortunacely, we do not hg

who receive’ axd‘wlth those individuals at the same level of income who do
not receivé aid. [f they are matched on income and educational costs,
the assulmption is that nonrecipients ought to provide a good indicatiod

-

¢

of individual behavior in the absence of aid. _ , )

_The key issue underlying this comparison, however, is whether or not
the recipients and .nodrecipients who report the same income -actually are

matched in terms of family wealth, or rather, on their ability to pay.

r
-

E{H.S. Astin and A.E. Bayer, "Sex Digcrimination in Academe,"
Educatipnal Review, Vol. 53, Spring 1972, pp. 101-118.

) - - ‘
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In terms;of the data from' this study, the question is how well family
income is correlated with|our measure of wealth-—the expected family
contribution. While not perfett it was found empirically that these two ‘ //
variables do correlate at % level of 0. 62 which we believe provides an ‘ ://
. | acceptable basis of comparlson between rec1p1ents and nonreclpxants using

o

; the single income variable. .

+

Having determined that there is a basis for comparison, the next
question becomes "What constitutes an unacceptable rate for a particular

.o _type of school’" In essence, we need to define the barriers to be.

overcome by flnanc1a1 aid and ta determine the types of institutions 1n
whlch aid ' is supposed to increas " the rate of participation for' the v : -
target populstlon. Needless to say, such an exercise can be polxtlcally
—charged and stfongly va}ue~lgden, 1t entalls the deflnltlon of what ought
., ‘to be the result of financial aid. Therefore, in an effort-to avoxd ¢ _
. unposxng our values on the data, we have adOpted & strategy thatftakes an
. emplrlcgl approach. to the deflnxtxen of barriers and norms ag? to‘the
‘ ‘measurement of shxfts in part1c1p3t1on.a/ Accordingly, we w111 deflne
the. barrxer to Be overcome as the point wt which the rate, of
partlcxpatlon in postsecondary education of recxpxents exceeds that of .
ponrecipients. That is, when we compare the didtribution.of recipients
to that of nonrecipients, we discover a point at which the recipient ) .o
. “ partiéipation'consistently éxceeds the ndnrecipient:paréicip&tion. Above
th;s polnt, the .receipt of fxnancxal aid makes a dlffe:ence, i.e.,
'students with equal abilitie's to pay are separated across this .
barrier--those above it are more likely to he recipients wﬁlle those - B

e L&
below it are more likely.to be nonrecipients. B

»
»

<
&

Examine,_for example, the results for independent students presented
in Table 7.1." Of ali recipients with incomes betyeén $B,000 and §$5,999,
38 percent éttegd schools which costhbetwegn $0-and $S00 (educétional
cost defined as full-time tuition and" fees), 21-perce§t'attend schoolgF

which cost between $501 and 31,000. etc. In contrast, 61} percent of

™

;
2

"4/For an excellent- example of the use of such ap empirical approach to
she development of "equity norms," see Lester C. Thurow, \The Zero-Sum ‘e
Society' (New York, N.Y.: Basic Books, Inc., 1980), pp. 200-202.

- - . -

1
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TABLE 7.1: PERCENTA! ICIPATION FOR UNDERGRADUATE INDEPENDENT
L SIUDENTS AT VARJOUS:LEVELS OF EDUCATIONAL COST, BY LEVEL OF
TOTAL FAMILY ME///ACADEMIC YEAR 1978-79

/fotal Family Income. '

AY

A}

-

$3,000 = 5,999 -$§,ooo - 8,999.  $9,000 +

betwhen ?0 r $500 and ?3 percent attend' schools which cost $501 to

$1, tn both of these catego:;es of educatlonal costs, the rate of
*pincxcx t}on for nonrecxpxents with 1ncome§ between $3, 000 and $5,999 is
greatar ann for receipienfs with the same anomes. However, for ‘all
categorﬁt¢ of highetr educatlonal cost,’ the rate of participation for

reeipi§ﬁ
H

8 is sxgnxfxcantlx‘hlgher than nonreelplents. It would ,seem,

then, that for independentjQeudénts,'aid is &aéd&iated_with a higher rate

of participation at schools éith costs of $1,000 or more.. If we look

.across al of the income cstegorxes in Table .7. I, we observe that the

occurrlﬁg_ t $l Q00. Thus, in our example for xndependent students, we

/ z2/ R NR R NR —Eﬁf;kg;\\\;_
‘5 33 61 43- /55 ° 35 s5
$501 - 1,000 21: 23 22 23 1§ 23
1,500 T ‘06 06 - 05 ° 08 [O&
,000/ / m.-05- 11 . 07 - as ln
#1605 .18 T 10 Zis |07,
Sou. - Stude7é Survey. - o
,Z/ . N/Nunre;Zplents . ‘ o v
e N O D
noé;#élpxgn?; wlth idcomes: in the same range aCtend schools whxch cos& e

-



nes of part1c1pat10n is the high cpst schools, thh high

1 000 for lndependent sﬁudents.

ne of these statements should be tsken as zmplyxng

ether aid actually causes the observed higher rate of .

y OT whether those who go to more expenszve schnols happen
1kely to recezve aid be&“use the schocls are more’ expen31ve,
termzned by our data.. We have only observed a correlatlon.
txon between aid and participation at higher cost.schools is,
sistent with our ekpegtations gnd,the,logic‘of the eid

erefore, for thenpurposes of this analysis we will ﬁttribute

shs 1 proc fd to.measure its impact in these terms.

L
Th% figal thodologzcal poxnt to be addressed is how to measure the

T lmp:ct of inancial aid on part1c1patlon. That 13, havxng defzned the

#Fext wish to exam1ne the relationship between xncome,
d

figanc §1 ﬁ s and rates of partlexpatlon at .the target category of

: ré (x.e., high cosg,schools) How thxs is done, however, is
:;&t Co Preclse neasures of 1nequalx:y,~as Alllso 3/ ‘has ab1§5

‘:éé ed, abound in the lxterature, and each 1nvolves different

*l and normarxve assumptzons. " Moreover, the "...ch01ce can,mske
ce "8/ Jwhile the, reader can obtain X review of this debate
erhe Alllson artxcle provxdes a good start),'xt shouId be “kept

hat the results obtalned are related to the apprbach selected.

@ equity based on relat1ve aggregate differences. Thxs method is
iite& to the nature of the data'iﬁ this &tudy and, being conducive

. . ’

-

v

i D.  Allison, "Measures "of Inequality,” American Socleloglcal
view, Vol. 43, 1978, pp. -865~-880.

6/ lalson, 1b1d-, p. 865. \
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,hypothetiéa data’,

Three different aspects of the impact of ald that cén
111ustraéed. '

aapect is the shift id\ghe "natural” rate of partibipationy

many percentage polnts does axd lncrease parﬁicxpatlon?"

1 tesrals. However, consxderxng the type of data we have avazlable, we
hsli 31np1y sum the dxscrete differerices between participants and
/PénPart1c1pants in each income categofy and take the average.
Fu#thermore, we can express this average dxfference a9 a percentage of .

recipient partxcxpatxon ﬁn hlgh cost schools is accounted for by ald.

thematleally we can replehent thxs as follqw.

t M

Q‘ .

(k-l e |
M o £ . i

’

K4

. Pércent of Total Participation Shift k=l .
PartlclPatlog. -~ E?zﬁl Part%cxpstxog__n‘ s

N
* . \ * -

of schools, and

- race of participation of nonrecipients in the targe
catego:y of schools. b

financial' aid, iow do the categories or students that face g

financial barrier behave?" For example, we might observe t

at

. . . . \
-.'_ . ' - o7 f : . - : 1‘ .E\l

:f;

. ° i . .
{ e Partic1pat10n shife -ﬁfif: X ~Xppi g . 7.1)

. . Imp,aqt of A.‘Ld - - N X ‘._ . E XRi -_.-foR . ,(’.7'2)
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EXHIBIT 7.1t CONCEPTUALIZING THE MEASUREMENT OF THE - IMPACT O?,FINANCIAL

AID ON RATES OF PARTICIPATION

AN -

. -C)

d)

‘INCOME

‘b)

INCOME

INCOME

¥

i

non-recipients.
- -

~

recipients ¥

-

articipation shift
RATE ‘OF PARTICIPATION

Z 4 income adjustment
- effect

INCOME
t

2N ERE RSENNBREGENS

RATE OF PARTICIPATION o
' o« |} _~participation
difference - aid
¢ recipients

f

- phrticipation
~ 'difference - aid
o non-recipients

INCOME

RATE QF PARTICIPATION .

over-compensation

1}

sasBanRRegIe-
— remining
inequity noRaF%cip.

~ .

—Fased nerh ~

ﬂ

— remagning '
inequity recip.
based norm .
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students with incomes under $6,000, who receive aid, have rates of

participation equal to nourecipients with incomes of over $18,000. The .

" interpretation would be that the addition of financial aid has.a@}ééed

the student with an ipcome of under $6,000 to behave like one with'an .

income of over $18, 000. Such a change will be referred to esléﬁ income

ad justment effect, allow1ng one category to behave llke a g@althler

.category (Exhibit 7 1b). o

-

The second aspeet of the impact of aid om the raté of participation

which we can examine deals with differences ia rates ‘of participation

within the categories of recipient or nonrecipient (Exhibit.7.lc).

is, "Do hlgh-lncame individuals partxcxpate more than low-xneome

individuals, and what impact does atd have on thxs dszerence?"

Th&t"

We would :

expect that the difference between the rate of partxcxpation for'hxgh-

and lo®-income aid recipients would be less than the difference between

the rate of participgtion fof-high— and low-income nonretipients.

Puttxng it another way, we would expect f1uane1al aid to narrow the

determine if aid works to reduce the slopes.

-dxfference in behavior between hxgh and ‘low income.students. -

:Essentlally, we can compare the slopes of the two dxstrxbucxons and

Agsin, for the reasons

_Lﬁhxcated above, we shall use the gum of the dxscrete dxfferences, rather

than a true slope to conpute this measure.

every other catégory from that ha!hnmn

nonrecipients and tske the ratio of the

Th&t 18, ‘we will 1dentxfy the

u‘hzghest rate of partxczpatxen among xecxpxente and sum the difference of

We shall also do the ssme for

two. This measure of the -impact

of aid on partxcrpatxon dxfferences can, therefore, be :epresented

mmthematically as follows: -

§:» ' | o i-1 .
Participation Dxfference =
, ;Recxpxents , - o k=]

_Participation Difference =- .2
for Nomrecipients /} . k=l

CfRLﬁax)

xNR(max)

~

B xﬁfoﬁﬁef)

xNR(other)

L

-



1 » .‘- . s
Lo i o ‘
Impact 'of aid on ‘  - k=l §B~(max) X3 (otler) | %7.55
.’\\_‘ Participation Difference i-1 .
' SP DI XNR (mgx) - xﬂR (other)

‘v : . * k-l.

It should be stressed here that a result of "0" for the r&txo would be
. the "best" outcome 1np1y1ns a state of equality; sxmrlarly, a result of

"1" would mean that aid had no impact on partxcxpatxen dxfferences.

fo thls polnt, we have mnde 8 concerted effort to construct measures
which are, to the extenc 90831ble, value-free. That zs, we have measured
cnly the’ actual 1mpnct of aid using empirical compar;son.. The third
. aspect of the xmpact of aid (1.e,, the remaxnlng potential inequity that

'(: can be elxmxnate@), owever, must be txed o, a normative §!sertzon. The
dxfficulty whlch arises here 15 the determlnatlon of what the
"acceptablﬁdﬂ;nte of participation should be., What is‘the norm against a
wirich, the abserved behaviar should be evakuated? Two possxbxlxtxes come
, to mind. The first would be the mnxxmum rate of partxcxpatzon of
25--, nonrecxpxents. Here"’ the argument: would‘be that the role of aid in
"F N changing rates of behavior Q“th to be to "equalxze" the partlcxpatzon 3:
‘ | the level of the ' ‘b§/£" nonrecxpzent rite. .This rate must certainly be’
u | “accept:able. - In fact, e mght go further and, argue that t;he norm ought
3? ‘ﬁgﬁbe the typzcal student who f:lls rxght at the: poxnﬂ of aid cﬁt—off. LN
;&;_ The 1nference 1t’thnt the noertxve level of-behavior is the actual leyvel
of behavior whxdh is observed for those. 1nd1v1dnsls who possesgs the
mln;mum level of income whléh disqualifies them for sssxstsnce., Thls
| seews to be the only logical assumption .that one can make, fer when a
polzcyqaker declares .that~aid will be ngen to 1nd1v1duals up to a .
cert?xn poxnt, the 1mp11cat10n s that individuals just béyond that point

exhxhxtxng an acceptsble rate of behavior. They have, been

N\ . -, . : . e
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The closest- épproximation”te such a norm for financial aid seems to° . é
be the dependent, nonrecipient’in the highest income category. however,‘
in'the case where<some category of recipients participate at a higher
.rate than all catagorles of nonreclplents, this presents an enomaly.
Here we may have an overcompensatxon" (see Exhibit 7.1d) where more
studen:s ate receiving aid than is necessary to achieve the target rate
af participetions In one semse, this excess: rate. could be considered an L
xnefflcxency in the targettlng egyghe flnenclal aid sysfem. The second
p0391b111ty for a2 norm would be to use the hxghest raté of partlczpatlon
observed among aid reelplents_an the norm (see Exhibit 7.le). The

objective'here would'be Lo ra&sé'perticipation to that maximum.

Where apphcable in the dnalysis, we shall calculate 311 three of .
these effects, nonrec1p1ent: based 'remaining inequity, overcompensenon,
aud recipient based remsining inequity. Each pf these will be - ~
- represented as e-. percé;xtage of the total shift:_ in participetion'that : X
" would ‘have been nécessary t_o.‘achieve perfect equ_ality. .- The following .

mathematical formulas represent these three measures:

‘/\'/ . ’ N
. . R
.

~ 4 S
Nonrecipient Based . 2. X : - X where X X (7276)
. . . - . NR . R. R. NR
Remaining Inequity = k=1 (max) 1 i (max)
3 . ) . , . i (XNR ) . -
, . max - -
Overcompensation s: - where, (7.7
. - k=1 XNR (max) XR XR XNR (max)
S Ty
- . - ‘- max
. - i
Recipient Based 2~ =) . (7.8)
Remaining Inequity\'J k=1 (max) i :
A |\ - i (XR ) .
v max .

\

The remainder of t'his'chepter presents the results of these analyses
‘using the data pr.ocft;'ced b\y this study. :
. o . #

<
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EXAMINING THE IMPACT OF FINANCIAL AID ON PARTICIPATION IN HIGHER EDUCATION

The Effect of Financial Aid on Access to Particular Types of
Institutions: A First Look

..
»

In the preVLous section we used the example of lndependent students
to deflne the concept of barriers and target eategorxes .of schools. It

was shown, empirically, that aid seemed to shift the: participation of

Axndependent students into schools whxeh cost more than $1,000. This,

thén, was used to establish a "barrler, and we def1ned the. category of
schools with costs greater than $1,000 as the category at which aid -
appears to be axmed for independent stuﬁents. The results presented in

Table 7.2 indicate that the barrier is not quite as clearly demarked for

'depehﬁent students. The sharpest digision for these students is at
$1,500. From our general knowledge about the difference between

dependent and independent students, "barrier" of $1,500 for dependent
stqdents, compared to $1,000 for Lndependent students, seens reasounable.
Independent stydents have, on the average, a lower level of income and -
fewer dlscretxonnry resources. The cnttxng point oithnt they can nffor&
to spend on educatlon should, be lawer. Furthermore, the evidence cited”
in the econom;cjrtudxes hes clearly shown that the ‘lagyér the income, the

¢

greater the gsenditivity to price (see Chapter 3).

<+
Once we move beyond educational cost, we_find'that the barriers
beeome_lesn clesr. This*is to be expected, since 'aid is fundamentally

financial in nature and is intended to overcome cost barriers. Insofar

Y

as any school characteristics are related to cost, the barrier approach -
works. When the characteristics are not related to coet, the relation-
ship' does not hold; thus, for independent students by institution level
end type of control, we find the barrier lies between 2~ and 4~yesr

"public institutions and all others (see Table 7.3).' On the average, the

public institutions are the least expensive schools (ever including the

proprzetary sector), so that this. féllows the. analyais of where the

__berrzer was for edncntzenal cost. For dependent students, the barrxer

seems to be at the 4-year private level (see Table 7.4), but the line of

- . . ’ ?013 ) . o
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.‘TABLE'TLZ: PERCENTAGE OF PA§TICIPATIO§ FOR UNDERGRADUAIE DEPENDENT _
" STUDENTS AT VARIOUS LEVELS OF EDUCATIONAL COST, BY LEVEL OF

TOTAL FAMILY INCOME: ACADEMIC YEAR 1978-79 | -,
A St / . ) B .
i - . y ¢
/ . | \\ . . Total -Family Income
: Less Than . _ 96,000-  § 9,000~  §1Z,000- .
$6,000 © 8,999 11,999 17,999  $18,000+
x ‘ ~— ' ;
. ~ Y wd r owm . R "N R M R MR
7 s0-500 -+ -3 43 3 -39 21 37 14 33 5. 20
$501 - 1,000 " 18 . 2. 20 :29 25 3% 2. 33 17 30
o- N £
$1,001 - 1,500 7 | 7 7 7 6 6 3 6 7 °3
'~ $1,501 ~ 2,000 "18 . 5. 15 8 11 10 6 8 -5
$2,000+ 2 .2 27, 18- 36 'Is 52  22° f;,s 40
SQurcé; Student-Surveyh L i : ) L } '
: S e . \ ) . . .
l/R = Recipienps ~ ¢ . o : . .

2/\R = Nonrecipients = -
oot ‘ . ¥

"demarcation is ‘Mot exact. Generally, the 4-year private 1nstftutzons
tend to have the highest cost; however, there are a number of ocher
breaks that can also be con| idered. Several of the xndxvxdual
camparzsons suggest that the target category should be all &-year o
institutions (public or prnvate). Other comparisons suggest that the.
target should be private educatlon (2- or 4~year). Therefore, 'since the
norm is not clear, we shall examine the impact of aid on rates of

. partlclpatlon of various: types of students in using all three
Acategorles. 1) 4=-year private education, 2) all 4-year educatxon; and 3)
all private educationm. ance the empirical barrier approach is ambiguous
on these categories and the argument is so often made that one or another
of these categories is the actual target of aid, each category wxil be

-investigated.-
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" TABLE 7.3: PERCENTAGE OF PARTICIPATION FOR UNDERGRADUATE INDEPENDENT
STUDENTS AT VARIOUS- LEVELS, AND CONTROLS OF SCHOOLS, BY LEVEL

OF TOTAL FAMILY INCOME: ACADEMIC YEAR 197879 o
Total Family Iacome . Y S _- =
’ - Lesd than -‘ LN o c -
$3,000.  $3,000 - 5,999 $6,600 - 8,999 .  $9,000 +
. " RV WZ/ R W R M. R R
™ — P : — S :
- 4-Year Publie 28 24 27 35 - 28 " 30 . 28 34
o 4-Year Private - 22 13 6. . 7 R A ¥
C 2-Year Public 25 46 31 477 31 45 « 20 40 -
 2-Year Private’ 4 2 3 B Y AR L3 1.
- Proprietary 217 15 23 " 10° 21,7 . 13 17 10
. - ) \
B . Source: Student Survey. . - e, |
1/ = Recipient _ , _ _ ,
g .2_'INR\ fll}onr‘ecipient . : ) S ' | , /

IABLE-7.4;‘,PERGENrAGE‘OF PARTICIPATION FOR UNDERGRADUATE DEPENDENT
' ' STUDENTS AT VARIOUS LEVELS ‘AND CONTROL OF INSTITUTIONS,
- BY LEVEL OF TOTAL FAMILY INCOME: ACADEMIC YEAR 1978-79

- ¥

A ' ’ " . L >
o - Total Familjr'Incqmé |
| SR Less Than $6,000-  '§ 9,000- “$12,000- =
. $6,000 - 8,999 11,999~ ..17,999. $18,000+ -
~ . . . . . v . 2 N

B/ wm¥ R WM R W R W R MR

2

4-Year Public 31" 33 . -35 15 36, 46 30 50 - 20 42
4-Year Private 30 15 327 w2 36 24 70 0 42
, _ 2~-Year Public 5 . .7 .2 .8 3 9 - 5 6 3
'2~Year Private 20. 27 15 6 8 18 10 15 2 - g9
Proprietary 13 15 11 3 & 8 .5. % 2. &

Source: 'Student Survey..
MR = Recipient o

" 2/yg = Nonrecipient
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e require further. scrutiny. Insofar as income has been chosen as the

- Foqr other. categorrzatxons of institutions, no empirical barriers’ can be
detected. Argupents have been made for and egalnst large sxze, .but no clear
distinction has appeared. For reglon, it does eppear that aid has some minor
effect in shifting students among geographlc sectors, however, as with size,

' there is no a Erlor cetegory to cboose as the ‘target. ‘For select1v1ty, on
the other hand, we do have some a priori erguments to test (see prevzous
statement by Astin). 'We will, therefore, examine the 1mpact of aid -on rates
of pertlclpatlon in nonselectlve schools only, and 1n moderately selective and
very selectlve schools taken together. Thus, with the exceptxon of

_selectrvxty, Aall other cetegorzes will be d%opped)from further anelyeie:_
\ The analysis of the impact of aid on the rates of partxcxpetlon of .«
\ 38 varxous types of students “at hzgh-cost institutions ig’ presented in
Exhib1te 7:2 to 7. 5. At the outset, it should be stressed that the_ _ T

~regdlts which are observed for verxablee other than student income

prinary explanatory variable, any effects we attribute to other
characterzstlcs (e.g., ethnicity) might arise fron a correlatlon with
rneane S - " ST .

- -

-
<

To recepitulate, the, distributions of“bothtindependent end depéndent
‘students prov1de a clear pzctpre of the meect of aid on pertlclpatxon in
hxgher education. - In eagh case, there li a marked incraese in rate of
partLC1p&t10n in hlgh—cost schools at every income level. For inde- .
pendent students, the rates of partrclpetlon for recipients are almost _ -
twice as hlgh gs those forcnonrem.pxe_nts. For dependent students, the
shift is not as great but is still sggnificant. ‘One.way to interpret
these figures.éould ge to point out that recipients with income Lese than
« SG OOO"Atteoe.at-e'rete roughly equel to that of nonreexplents w1th an

-

income of over $l5 000. Thls is the income adjustment effect. If the

* object of exd is to equallze rates of behavior across levels of income,
aid has certalnly had an 1mpact. For épdependent students, the rate of .
pertxcxpetlon for. every category of recipient exceeds the hxghest ’

category among nonrecxpiente. . . ki

) ‘ o | 7.}%19
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.
. From the poxnt of v1ew of<gart1c;patlon dif ferences (x.e., the

dxfferences between recxpr9nts at dxfferlng income levels) aid does not'
_seem to have had a positive impact. That is, for both dependent and °
independent students, there is a‘larger spread among recxplents than

among nonrecipients. This apparent negatxve outcome will be examlned in

more detail be%pw. Finally, thh respect to remaxning,xnequxty, we

‘observe that the recipient norm suggests a great deal of remaining

PRI ' Lo . ‘.

mequxtg for both recipiénts and honrecmxents. However, with respect to
the nonrecipient norm, there is a good deal less inequity and some

.overcompensation. The réeults are, therefore, unclear.

The.other‘c§araeter;stics, displayed in Exhibits 7.4 and 7.5, show
clearly th&t there has been a shift,’though it ie\by no means as large as
the one observed across income categories. Needless to say, to proceed
with the analy313 xn‘graphap terms would be quite cumbersome; therefore,

we next examlne the sumnary tabular results (see Table 7.5).

The ﬁffect of-Financiel Aid on Access: A Closer Look. at
Participation Shifts and Differences. . '

¢

As sﬂown'abdve, aid has the‘largest impact in.shifting rates of -
partxcxpatxon for both dependent. and xndependent students wvhen exam;ned
across the anome characterxstxc. When.financial factors are con31dered
‘in isolation (1.e., xgnorlng the confoundxng effects of characterxstxcs
.such as ethnxcxty), axd accounts for 47 percent of all recxpxent
attendance for xndependent students (Taple 7. 5, column 3, row 6). For
xndependent students, qcross other characterlstxcs, aid accounts for
between &3 and 46 percent (column 3, rows 7-10) of attendance at '
high-cost schools. For. dependent students, aid across income éategorxes
accounts for 41 percent of attendance (column 3, roy l), but it accounts
'for less than 30-percent of the attendance’ across other categorxes of -

»

'stuﬁentg (column 3, rows 2-5).
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. EXHIBIT 7.2: RATE OF PARTICIPATION AT HIGH COST SCHOQLS FOR UNDERGRADUATE DEPENDENT STUDENTS BY TOTAL FAMILY INCOME:
. ACADEMIC YEAR 1978-79 .
. c ¥ ‘ <= PARTICIPATION DIFFERENCE: RECIPIENTS st
) g PARTICIPATION DIFFERENCE: vmweps Co
NON-RECIPIENTS .. .‘ g
"7 $18,000 or more _ _ ) .
S S | g NON-RECIPIENT NORM OVERCOMPENSATION ‘
- INCOME ADJUSTMENT EFFECT o - l i
[ R s‘ ) : ' L-' ‘ *
e X
i : l«-d‘ NON-RECIPIENT NORM . '
B . : - . , 2 y W
- g §12 - $17,999 _ P : f e \ -
. : - * H ' ' N |
2 : ) .
= ) : 1. :
. : } .
. 5 { : ” E l : |
(= [ P : | :
3 15 - g0 | ‘ '
R 2 I RECIPIENTS % C
v " : - |
PARTICIPATION SHIFT : ; i
: RECIPIENT NORN: —
\ 14 .‘ “ . § l l .
$6 ‘30’999 . N E l ™ ; ‘
' | : : |
NON-RECIPIENTS \ : : |
. . , i [ @] BEMAINING INEQUITY. USING NON+RECIPIENT NORM
- A 5 . ¢
i IIREHAI‘NIN& INEQUITY USING RECIPZENT NORM '
‘ j : CIPZENT NORM. g
Less thl\!‘ $6,000 . ' , . 4 -
221 'd' ) 0 B 0 . - ! 30 €V ' 70 *
T RATE OF PARTICIPATION : , ,
Q : . )
Source: Student Tinancial aid: records. : . X ' . zt‘\, - -
. ) . . . N L Y O B ]
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Y .EJSH;BITV 7.3: RATE OF PARTICIPATION AT RIGH COST SCHOOLS FOR UNDERGRADUATE INDEPENDENT STUDENTS BY TOTAL FAMILY
: : - INCOME:  ACADEMIC YEAR 1978- 79

. . . L
- -

' . - ' PARTICIPATION DIFFERENCE: W-BECIPIBBTS PARTICIPATION DI.FF_ERE!&CS: RECIPIENTS .
s ‘ . . . , ‘ . ‘ . I . . ~ \:. \M. -

?/ ' . ) . ) . |

4 . - -
‘ (3 ) . :
! - ' H . . ’ '
: y L___E________.m-mmm NoRM
$%,000 or more, R E o -
PO - I P " . :
, ' NON-RECIPLENT NORM OVERCONPENSATION mumpy. . <
] - k1 [ ] : ¥
- : E . .
; S
¢ * * : E s - ) e
LT . . ce : )
N, NON-REC [P [ENTS r I ——
- § ¥ - §8,999 ‘___:___..._- REMAINING INKQUITY USING NON-RECIPIE NORM
T . - - . P L IR h s * .
— . NSO
o o= : :
v - . . H
g . : .
& : [l
2 ¢ 1 -
g :od .’
. . PARTICIPATION SHIFT A R
83 - 83,999 ° : :
‘ : "} e e RECIRIENT-BASED NORM
A ’ E E i ‘ \ '
28 : : - .
: <+--— REKAINING INEQUITY USING' RECIPIENT' NORM
. - i
s | «
" -
. :

Lesa than $3,000
0 | 1n .20 30 40 . o 60 D70

. . S RATE OF PARTICIPATION ‘ i
Source: Student financial aid records. _ - - |
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 EXHIBIT 7.4: - THE RATE OF PARTICIPATION OF VARIOUS CATEGORIES OF UND RGRADUATE DEPENDENT\
" o ‘STUDENTS AT HIGH COST INSTITUTIONS ACADEMIC YEAR 1978-79 .

- ETHNICITY

MAJORITY- .
RECIPIENTS

NON-RECIPIENTS

-~ - »MINORITY

]/ - 30 40 50

- | : | 5 'RATE OF PARTICIPATION

GENDER .- o ‘ RATES OF PARTICIPATION =
‘A - i -

NON-RECIPIENTS

i ’ 30 40 . 50 k 3 s

. : _ . o)

o $9,000 or more NON-RECIPIENTS
. .- $6-58,999
' $3-$5,999
Under $3,000

N

Q 10 20
ABILITY (HIGH SCHOOL c.p.A.g

A -
B+ | -
B . —
. C+ -

¥ Below C+ —

RECIPIENTS

NON-RECIPIENTS

0 10 20 30 40 50 60 70 80
d - ' RATE OF PARTICIPATION :

L3

[

'RECIPIENTS .

30 40 50 .
RATE OF/PARTICYPATION,,

Source: Student financial ai;_i recordse
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¢ EXHIBIT 7.5: THE RATE OF PARTI\;CIPATION OF VARIQUS CATEGORIES OF UNDERGRADUATE INDEPENDENT
S S i STUDENTS AT HIGH !COST INSTITUTIONS: ACADEMIC YEAR 1978-79

" ABILITFY (HIGH SCHOOL GPA) e L ) T o«

. .
- . .
. v

A
B+~ - \
B . NON-RECIPIENTS
c+~ R -’,\ '
LESS THAN C + _ iy
s i . \ . L ]
.0 10 °20 30 0 40 50 60 ' 70 80
- RATE ‘OF PARTICIPATION
- AGE N .
Over 25~ NON-RECIPIENTS CIPIENTS .
21-25 '
LESS THAN 21
. - . RATE OF PARTICIPATION
" GENDER -
MALE = L o ;
. : t .
: . RECIPIENTS
FEMALE :
. . ; ) t ;
o 0 10 20 [ 30 40 50 60 70 80
| ETENICITY 7/  RATE OF PARTICIPATION
MAJORITY = » ;-
* !
~ NON-RECIPIENTS RECIPIENTS
MINORITY . . ' _
_ o 10 200 30 40 50 6D 70 80
' NCOME | : | [.f . RATE OF PARTICIPATION -
_ " over $9000 - o e
$6-$9000 - ?
- NON-RECIPIENTS
$3-$6000 - )
LESS THAN $300 ,
30 _ 80
' RATE OF PARTICIPATION
P " - ,‘
~ Source: Student financial aid records.
) ; 7.21
.N. . ;- -‘ .
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This finding suggests a fundamentally economic process underlying the )

~ é
|
4

effect of aid on part1c1pat10n. Independent students with lower incomes
and less discretionary income are most sensitive to educational cost and *
finsncial aid. In fact, if we examine the impact.of aid across income
categories for independent students at schools which cost more than

$1,500, the impact of aid rises to-54 perceﬁt._ (Not shown in Table

7.5.)v Mo;éo?er, this sensitiéity to price is less variable for

independent than dependent‘studeﬁts.
a9

¢ While the zmpact of aid measured by part101p8t10n shift is elearly 1n

]

the expected dxreet1on toward greater participation, the impact of aid on
. participation dszerdhces runs counter- to our. expectatlons. That is, one

would expect that fxnanc1al axd would work to equalxze the behavior of

"rec1p1en:s with different incomes. Sun1lar1y, in the absence of
financial aid, one would expect the disparity between high- and
low-income students to be greater than the difference between similar aid
recipients. In 5 of. 10 cases, however, the chénge is in-the wrong
direction. For dependent students there is a 40 percent greater average
difference (columnkﬁ, fbg.l) between categories for recipients than there
is fog nonrecipien:s: Tﬁe’increase (column 6, row 3) is even greater
across race categories (900%); though hére it shodld be noted that thé
+ absolute numbers are quite small. Similarly, across income and age for
independents, there are large relative increases in differences algo

based'onlsmall absolute numbers.

With regard to thi§ last’ point, since this impact measure for
noneconomic variables (e.g., ‘ethnicity) diverges so strikingly from the
1n¢ome flgures, we cannot interpret them simply as a result of income
operating as a suppressor variable. Furthermore, s®nce we have already
obgserved that aid has a large positive igpact on rates of participation
(fa; larger, it should be pointed out, than the negative impact omn
. parn¢c1patlon dlfferences), the increase in participation differences can

s be interpreted as follows: In most cases aid seems to relesse, and/or

augment, certain underlyimg propens1t1es to attend, which results-in

¥
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TABLE 7.5: THE IMPACT OF FINANCIAL AID ON RATES OF PARTICIPATION AT HICH COST POSTSECONDARY INSTITUTIONS:
sn ADACEMIC YEAR 1978-79 T o '
T Student N Pnr:ic’i ation Shift ' Participation Difference ' Recipient Based Norm ' Nonrecipient Besed Norm | o
Characterintics [ e T e) R T peay (3 ) (6] ® W a0 (D 6y )
: : . R B
Dependent Students (Cost  $1500) _ ‘
 Pamily lacpwe 22 F I B N | 1.4 76 H & 45 10 16 .32
- Etholeity Q2 e 3w 9 T+ %0 51 18 3 as ? 6 13
Gender \/ s & on "4 g 0.4 49 8 o . 4s 0 8 6
Ae Fo ¢ 13 44 30" 8 7 1.1 49 16 10 45 22 3 ‘6
. Abitity A ) 7 49 14 s 5 1.0 53 9 3 45! ? 6 13
Iriéegendent Students (Cost $1000) . ¥ .
" Family tacome - 20 L I 2 3.0 49 12 7 s 16 3. e
. Ethaicity . 18 61 4 0 5 0 41 0 4 45 8 0 0
“ Gender : 1 39 46 . 2 - 0.5 50 3 6 45 13 0 0
T Kge . : f:\ L7 T 1 4.0 4t 10’ 7 &5 16 0 o
) Ability - ‘ 18 42 43 4 5 0.8 46 9 4 45 9 i 2
-~ o | - “ .
Source: Student Su‘ruy./‘ - . ’
. » L 4
- 3 /’
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- Notes to Table 7.5

Participation Shift b

(1) The average difference between recipient rate of p&rticipscion
' in high cost schools and nonrecipient participation in high-cost
schools. Equation 7.l divided by "i" (the sum of all recxpxents
and nonrecipients). .

b

(2) _The-aveﬁpgz”rate of rec;pxent part1c1pacxon in hxgh-cost
schools. Same as (1) but for recipients anly.

-

. (3) 'The percent.of total recmpxent partxcxpatxon accounted for by
. aid (Equation 7.2). . o L

Particiggtion Difference . R e - o

(4) The average difference, between the maximum récipient rate of -
pntticip&tion and all other recipient rates:of participation.
Equation 7.3 divided by "i*" (the sum of all recxpxents and
nonrecipients). -

(5) The average difference between the maximum nonrecxpxent rate of
participation and 21l other nonrecipient rates of °
partzcxpatxon. Equation 7.4 divided by "i" (the sum ‘of a11
recipients and nnnreexpzents) .

(6) The)ne: impact of aid on part1cipatxon differénces (Equatxon
7.5 ' ‘

- v

Recipient Bfsed Norm .

el

(7) Miximum fgcipien# rate of participation.
(8), ReeipiEnt based remaining® inequity (Equation 7.8).

Nonrecipient Based Norm

‘

A(9) The average shortfall in rate of participation of those
categorxes of recipients whose rate is less than the
nonreczplent norme.

(10) Nonrecipient norm whxch is defxned as the rate of partlcxpatlon
of the highest income category of dependent nopnrecipient
s:udents._

(11) Remaining inequity nonrecipient norm whxch is the average
shortfall (9) as a percentage of the norm.(10) (Equation 7.6).
. . s 4

- (_ (12) The average increment by which those categories of recipients,
' . which are larger thnn the nonrecxpxent aorm, exceed the norm.

(13) Overcompensstxon, which is the average excess participation of
recipients 'as a percentage of the, nonreclplent norm (Equation, -

7.7 or (12)/(10)). | o

L]
.

C7.26
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‘increasing perticipatién differeeees in the presence of aid. Or, to put
it anothef'w&y, we might say that the current distribution of aid, which
includes & progressive scaling of the emount of aid in favor of those -
‘categories in deficit, is not sufficient to dampen 3pﬂ90erride the
differences in propensity to participate. Here, it is important to
strass the fact that aid is scaled to try to reduce these differénces.

In Exhibit 7.6, we have piotted the rate of participation of dependent
recipients in high-cost schools andMthe percent of the total educational
cost wh:.ch they receive in the form of loans\and grants. It can be seen
that grants are distributed in a sharply progressive fashlon, to favor
Iow-xneome students, yet the higher+income students still have a much
hxgher rate of partxclpatxon. This is what we mean by suggestlng that
/_the current scaling is unable to compensate for the underlylng propensity
to pursue a postsecopdary educatlon~—wh11e at the same tlme being qulte

successful in increas? partlczpatlon.

One result of these findings might be a recommendation that aid
should be redirected away from certain categories of students, or that °
there ought to be & more progressive dlatrxbutzon of aid toward the .
‘categories 1n deficit. .However, here one mnst take into accoupt whether
or not the category has passed the;relevant norm. It .is certainly
arguable whether dne'ought to reduce the rate of pa;ticipation of any
grou; which falls below the nonrecipient norm in otder'to reduce
‘differences among recipients. fhus, we turn to the final analysis, that
of remaining ineeuityl ‘ | |

The Issue of Remaining Inequity.

‘ P _ _ . |
2 For dependent students, those in the highest income category dominate

the equity snalysis in two ways. For the recipient norm, there remains a
great ghortfall in total needed assistance. On the other hand, when the

nonrecipient norm is applied, e‘greet deal- of "overcompensation" is found
stemming mafhl§ from the fact that a ﬁé:ggr 6f student categories exceed

the norm. In this latter cdse, one could argue that the resources ’

directed toward the upper income groups should be redirected toward lower
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"RATE OF-RARTICIPATION AND VARIOUS FORMS OF AID AS A PERCENTAGE OF TOTAL BUDGET FOR UNDERGRADUATE

'DEPENDENT STUDENTS: ACADEMIC YEAR-1978-79 ' . LT

- 3

-

“+

-. s N . . -

e ) . . .

. . ¢ . . -~ ~
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.rema1nxng 1nequ1ty.

¢

3

income grohps. The loss in rate of partlcxpezkon at the top would hg
offset by gain at the bottom. To put this in other terms, the reductlcn
in participation -differences could be,accomplxshed without an ingrease in
remaining inequity. |

For independent students, we cannot put forth a similar case. Here,

‘remaining inequ{ty is between two and three times greatef than

overcompensation, and overcompensation is qulte smnll, so that. . -
retarget1ng aid would -have to be very precise in order to reduce both

overcompensation (and part;cxpatlon differences) without increasing
\ .

-

Across the other student cheracterxstxcs (see Tables 7. 6 and 7 7,

the remaining inequity is smaller than scross the xncome categorxes for

both dependent snd independent students. As above, where this is the
case, we suggest that income is the key variable, i.e., the observed
dxfferencef are related to d13psr1t1es 1n income which are correlated .
thh the other student characteristics. Therefore, targeting any
redistribution toward income .should work to reduce any negative gffects

observed in ﬁhe correlated wvariables. S
, .

concwsmu

Althaugh much of this chapter has been devoted to a methodolog1cs1
discussion of our approach to the rather difficult analysxe of the impact
of financial aid on participetion_in higher education using cross-
sectional data, the results do provide somé important conclusions.

First, for both depeedent and independggt students, finangial aid clearly
1ncreeses an individual's chances of gaining entry into iigh-cost

postsecondary schools. There is a marked increase in the rate of

3

. participation at every income IEVel; for independent students ‘the rates

of participatiocnd for recipients are almost twice as high as those for

nonrecipients; while for dependent students, the shift is less marked but

still significant. One way to interpret these figures is to observe that
) b

recipients with incomes less tham $6,000 attend at a rate roughly equal

~. -

-4

?.27
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to that of .nonrecipients with in¢omes of over $15,000, ThlS is what we
have called the income adJustmeng effect. If the object of aid is to

attempt to equalize rates of behavior across levels of income, financial

a

,&id has certainly had an impaét. ' : )

Secondly, while the impact of aid measured by participation shift is
K

*

clearly in the expected direction toward greater participation, the -
impact of aid on participation differences (i.e., the slope of effect)
wias found to run counter to‘our éxpeéta;iona. That is, where we expected
that financial aid would work to equallze the behavxor of recipients with
different incomes, the data appear to indicate thst the tsrgetlng of(}
financiadl aid to economic disadvantages is not sufficient to offset the
inggte income-related differences in the pro?ensity to pursue .
poigﬁgcoﬁdary education: : 1 ¢ C e
*  The gignificance of particip&tion differences or other noneconomic
characteristics, (for both students and institutions) was found to be
generally :elated te the varlable 8 relatlonshxp to the economxc factors
(e.g., ethnxcxty, type of imstitution). This being the case, the
targeting of the aid distribution toward the financial circumstances of .
the fa;ily would appear to work to reduce any negative effects‘that might

be observed in the correlated variables. o . .
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TABLE 7.6: THE IMPACT o FINM{CIAL AID ON. RATES OF PAR 'ICIPATION FOR VARIOUS CATEGORIES ' OF UNDERGRADUATE STUDENTS
BY INSTI‘I‘UTION LEVEL AND CONTROL: ACADEMIC YEAR 1978~ ?9

s . . ,

s:@ent . ) Particxp&tioﬂ shifc ' Participation Difference ' iecigien:'lned Norm ¢ , Nonrecipient Besed Noim
Cbnucterisﬁict_/ rtn @ a) [CY NN §)) {6) [§2] R ()] © 0o On a2y Ty
N k-Year Private Schools . . ,
' . Independent Students ' _ . . . . .
o . Income , 10 2i &8 .15 8 1.9 12, 47 % 42 ST 0 0
' " Race : B | 40 1 8 . 1« 5.0 22 8 2 & 52 0 0
. Cender ) 8 2 v 36 13 1 §.3 - 27 48 22 42 52 0 0
Age 9 19 47 5 4 1.3 22 .23 23 42 " ss (] o
Ability & 32 13 10 20 0.5 40 25 8 . 42 18 0 0
Dependent Students ° ] ' ) ) -
Ipcoe .. 20 42 4 35 n 70 Cs0 .1 &2 26 . 5 12
+Nace .0 s & 2 - 7 s T 2 &2 5 s a2
Cender - ‘ -8 39 21 20 7 2.9 ‘49 Y 7 e . n 4~ 10
Age - s 3% 15 13 ‘u 1.2 &4 30 15 §2 36 2
z  Mbitiey Y 32 3% 8 . 12 0.7 8 21 10 &2 26 0 0
N ‘ ) . . L ) . ! '
4-Yecar Education T X ~ )
Independent L T _ _
Income .~ T 9 46 20 19 10 1.9 60 32 % 8 43 0 0
Race L 19 50 18 & 8 0.5 s4 ? % 8 k0 o 0
Gender " 1 " s 20 > 21 .12 1.8 - 65 32 0 8 " 36 0" o
Age . 11 s1 .., 22 12 X i:; 0.9 " 59 o 3 84 39 ‘o 0
Ability . 7 55,13 8 . 2 0.8 70 26 29 . 84 35 0
Dependent - B . : o . . -
 Income « 17¢ o 23 23 TR % A T 25 9 8 1 2 2
~ Ngage , 19 12 % - 17 % - 65 | m 15 12 8 - 14 0 0
- N Gender S P TR 8- 3 ' 6.0 - 87 21 8 8 10" 2 2
Age ; C 5 ¢ 69 7 19 12 1.6 82 . - 23 21 8 25 o 0
Abitity o, 5 T 69 7. 16 v 0.9 82’ - 10 S 17 0 0
) . . ~
¥ M “
.4 R - - .
. Scurce:r Btudent Survcy.' " . E o ) , ‘ -t
,m See¢ definitions ol‘l.‘;'lb‘lﬁ ™s. ‘,”\ ' ~ ) T : ~ , 23 ]
- ’ - ) e ( ) ‘ “ i

. o236 -
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TABLE 746: THE IMPACT OF FINANCIAL AID ON RATES OF ‘PARTICIPATION FOR VARIOUS CATEBGORIES OF UNDEQGRADUATE STUDENTS
- BY INSTITUFION LEVEL AND CONTROL: ACADEMIC YEAR 1978-79 (Continued) - -

]

+

+
*

- A Studsat - ' Partiéipution Shife ¢ Plrticlpltian Difference ' Recipient Based Norm -Nudrecipient Based Nomw
Charscterigtics [§3) [¢)) [£)) [()) [6)) [O)] L) RN )} ®  ay U o a3
. ° - . * . - A
. Private Education . ' '
Independent | . ) ' . .
Income 13, 25 52 16 & 3.5 36 k1 . 20 45 44 ()} 0
Race PN P 23 26 g 1 8.0 27 30 22 &5 &9 0 0
. ¢ bl
Gander 11 25 &4 15 ', 3.8 31 A8 21 45 47 ] o
Age o It 23 48 4 & 1.0 26 15 22 45 49 () 0
. Ability RV T 2N 1 S | I 10 7 1.3 63 16 e 5 0 0 22
Depandent . o L r : ' . , <.

Income o 22 &9 5 23 1.5 76" 45 2 45 4 - 7 16 )
Race . b3 ] 50 46 16 & 0.4 58 14 2 45" 4 7 16
Cender . & 16 2) 8 2.6 . 54 39 5 45 11 6 13
Age 8 40 20 7 6 1.2 & 15 s 45 1n 1 2

~ Abitity v 22 54 41 . 12 9 1.3 53 23 3 45 7 2 4

w - N 0y - '

o v

Sources Student Sui‘\rcy.. : - ' . 3
Note: See definition :1 Table 7.5. ‘ ' ‘ =N
f .
7
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TABLE 7.7: THE Il\fPA"‘l‘ OF FINANCIAL AID ON RATES OF PARTICIPATION FOR VARIOUS CATEGORIES OF UNDERGRADUATE STUDENTS

o . e BY INSTITU‘LIONAL SEIES‘I’IVI'IY' ACADEMIC YEAR 1978 79
. Studeat ' Participation Shift * Participation Difference * Recipient Based Norm * Nonrecipient Based Norm
" Characteristics . ' (1) 2) 3 (&) [€)) {6) [§2] {8) O o) ($13] {12) {
Very Selective sa@h_ ' < . ’ ) ’
Indepandent - ' i Vw‘; . BRI . vt . ' ‘ .
income e & 2% a7 6. & 1.5 7 T A N S 0 0
. Race . 3 22 9 19 13 1.5 31 61 35 56 63 0 0
- Gandér ‘ 9 R O R AN S &2 6 . 19 56 % 0 .0
Age 2 19 11 3 1 3.0 21 14 7 56 66 0
Abitity 5 27 19 18 ‘8 2.3 Y 4 28. 56 5 .. 0
" Dependent N . . o - - ' ) i - o .
. . Income T 4 38 1n " .as 22 - e.? 50 30 18 - 56 12 (] o
Race 6 2 6 19 17 1.1 &1 46 0 56 54 0 0
Cender 9. &4 14 10 g 1.3 69 w7 a7 56 < o
> Age 6 1 18- 10 16 0.6 39 <26 23 56 ~ &l (i} (]
pat Ability 9 35 26 6 C W 1.2, = sk 39 21 56 - o 0
Selective Schools .- ) .
- JIudependent o . ~ "/b \ ’ -
Income 1> Jer 28 8 10 0.8 53 - 15 34 81 42 0 0
Race : | 6 46 1 21 15 "L 56 18 % 81 “ 0 0
Gender . 7 64 1t 6 1.3 .68 13 18 81 22, ) 0.
Age 9 47 19 - 31 30 49 50 % 8 42 0 0
'  aviliey 6 52 2 8 - 1.8 6s 22 29 8 3 0 0
Dependent i
© Income S s e . 8 is 7o 1 78 3. 13 M 2 o o
. Race 7 s 13 B, 2 1.2 71 " 46 27 8 3 0 o
Gander 8 3 22 10 1 0.9 42 2 9. 8t 2 0 o
Age ) ' 8 61 ' 13 s =2 0.3 67 s . 18 8 22 0 0
Abilicy " 1o 62 16 17 8 21 76 22 19 8t 23 0 0
] ' , L | . ) _
Sourcer Student Survey. ‘ ' ) IR

m: See definitions 2&07.). } _ | : | . o X R ' 2-41




. ; | . . B l 8 - <
- THE RELATI?NSI&P BMN méTITUTIONAL' PA‘E{KAGING PRACTICE
* AND THE EQUITY OF AID DISTRIBUTION

g "\\\\\Exiacing/packaging,praeticea often produce
Inequitable results. Students with similar needs
often receive different packages. A :few
institutions have gone so far as to burden

.- students with large loans without first
. ' investigating their elxgrbxllty for Basic:
Grants.

AN

. 4 ' . Reauthorization of the ngher Education Act, ;
. . ~ Hearings before the Subcommittee on
Postsecondary Education, House of ' /
Representatives, Part 8, July 19, 1979, page
86.

/
/

" INTRODUCTION ) | _ ' L

As noted in these recent legislative hearinga,,sphaolslvary
tremendously in the ways in which financisl aid is packaged and disﬁnrsed
to students. While some schools adhere fo very structured gu1de11nes ‘and
prccedurea in the packagxng of financial aid, ¢thers utilize mnra/of a
stndent-speclfzc approach 1n order to better meet the unique neéds of
thexr students. The analyses in this chapter are, therefore, an attempt
to attrxhute drfferences in the granting of fznancxal aid to variations

in institutional award procedures.

I3

METHODOLOGICAL CONSIDERATTONS - . I e

¥
K - Such &ifferences in the allocation of financial aid, howevg:é are not
de:ernxned exclugsively by variations in management practices at fthe '

institutional level. There are also differences amo&g students in thexr

12




need for financial aid and among characteristics of the various
‘eduea:xonal 1nst1tntxons, thus, differences in the awardxng of financigl
éxd are contlngent upon variations at both the institution- and
student-level. This type qf anglysis presents two methodologlcal
problems which'yill-be the subject of the folfowing discussion--the

appropriate unit of analysis and the choice of an analytical approach.

To accurately examine the parameters which determine financiég aid
outcomes,’ it is necessar& to link institutional-level variables (e.g.,
management practices and institutional chsracteriétics) with
student—-level variables (e.g., the financial reésources of the students).
Whenever variables are linked from different sources, there is some |
concern about what is the.properfunit.of analysis. In this study, the
choices are either the institution (n=172) or the -student (n=17,262).
Obviouuly; this large difference in sample sizes requires some deéision
as to thg proper anaiytical unit, since the choice that is made will

ultimately determine the number of degrees of freedom which will be used
L

-

in the ensuing analysis.

To confirm the institution as the.proper'unit of &ﬁalysis, an
empirical analysis was und cken. ‘Several reséarchers (e.g., Raizen,
1974; and Darlingtonm, 1978) have demonstrated how the varxabxlxty in
the data base can be examined to yield empirical evxdence as to the
. proper unit of analysis. The rationale is that if there is more
variability smong students‘ﬁifhin‘schools than across schools, then the
approﬁriate unit of.aqglysis is the student. Convérsely, if the ,
varigbility is greater across schools than withiq schools, the .

institution should be the unit of analysis. Since students were nested

l’s. Raizen, and S.B. Bobrow, Design For A Natlonal Evaluation of Social
Competence In Head Start Children, Report for the OfFfice of Child
Development, Department of Health, Education, and Welfare, Rand

Corporation, 1974; R.B. Darllng:on, "Methods, Issues, and Some
Illustrative Findings in Analyzing the Data on the Consortium on

- Developmental Continuity," (Paper presented at American Educational
Research Association, Toronto, 1978).

3



.within-insfiéhtions, the expectation was that the variability among.
schools was greater than that within scﬁools. Using & one-wsy analysis

- of variance across schools on the dgpendent variables of interest
(loan-work percentage, seIthelp percentage and net-price percentage), it
. was shown that this wasliﬁ fact the case;_thus,.the empirical analysis

supported the use of the institution as- the proper unit of analysis.

The second issue deals with the choice of an appropriate analyticall
approach. Since schools vary both in terms of cost and the financial
resources of the student body, a simple anaiysis of various finauciél aid
odtcomes without considering these pre-exxsﬁlng differences: would be
potentially misleading. That is, the v3r13t1on in outcomes, such as the-
avernge Ioln-work percentage, fluctuates with changes in cost and the
variability of the financial resources. of the student body. 'Therefore,
in order to at:rlbute differences in financial aid outcames to the actual
manageuent practices of the school; extraneous varzables such as cost and
fantly financial support must be controlled. Otherwise, the differences

. -
- in outcomes may be attributable to these extraneous variables. .

While it was not possible to expeiimentailf control thesge variables;
it is 90351b1e to. exercise ex post statistical control through analysxs
.of epvarxance procedures or hxerarchxcal setwise regression procedures.
'The ehozce between the two procedures is completely arbztrary, since they
both yield the samé results. Cohen and Cohen " (1975)—/ have poxnted ont
thaq_analysis of covariance is merely an extension «of multlple rggressxon
" procedures, and have documented the éorrespoudence:of the two methods.-

3/

Only when the assumption of homogeneity of regression lines=
. ~\ N

is not

DR ’ ' N ‘

I £ -~

‘a

ZIJ. Cohen and P. Cohen, Applied Multiple RegressxonKCorrelatzon
Analyses for theéggpaVLOra ciences (N. Y.: John Wiley and S0 ons,
1975). . . L !

3/Th13 is an assumptlon of the analysis of covariance procedure. "
Simply stated, it requires that the relationship between the dependent
variable and the covariates is not statlsclcaIIy different among the
groups (x.e., packaglng types)

" 8.3



- satisfied does the choice of the method matter. When thxs assumptxon is -
‘not satisfied, analysis of covarignce is not a valid procedure thus, one
must rely upon hierarchical setwise regression procedures and include the
‘appropriate interaction terms. Since the egeumption offggmngeneity of
regression lines was, in this case, statistically satisfied for eeg&

dependent variable, analysis of covariance procedures was employed.

Analysis of covarisnce is ideally guited for the questions addressed °
in this chapter for seﬁeral reasqns. First, it allows us to control for
‘ xnltlal differences on the two covarxetes\\gpst and famxly contribytion.
' It enables us to examine the outcome variables as if all xnstxtutxons
- were alike on these measures. Second, the method permlts the use of
continuous and categorical variables within the same analysis. Third, ol
the method aliows us to test for significant differences ebfbse the

levels of the categorical variable.

< As pfe&iously diecussé&, the ultimate aim of this‘chapter is to
attrihute.differences on finaneial aid variables to differences in
institutional management procedures. Up to this point, thowever, the
varlables involved in such analyses have been only vagui§y meni ned and
descrlhed. In the next sectzon, the variahles whlch will be employed in .
the anslyses are described in terms of their use in the analysis, how

they are conceptualxzed, and at what level they are measured.
DESCRIPTION OF THE VARIABLES USED

The variables which will be used fall into three categories:

. of covariance'procedure tests for differences on|the dependent variable

covariates; independent variables; and dependent\variablee. The analysis

'

" gcross*the various levels of the 1ndependent verl:ble, while statis—

tically ad;ustlng for dlfferences on the covariates. Each of the types

¥

of variables is descrlbed below. : .

. Covariates. The covariates which w111 be used for each institution .
are the cost of ‘the school program (the total full*txme undergraduate
" cost of tuition and fees) and the total expected family contributions £o»’
the population of all aid applicants. Cost was recerded from the -

A
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institutional questionnaire for each institution, whereas family

contribution wés,aggregated from the student-level date. By using these

4

two. varf&bles as covarlates, the Lnstxtutlons were treated as if they all

have the same values on these varlables.u

In&égendent Varxable “fhe 1ndependent variablé'eonsists of one

categorlcal varlable which represents different packaglng (management) -
- typologles. These packaging typologles were created from a logical . .
analysxs of the dataﬁprovzded by f1nanc1al aid officers abouf their
management practices.’ Esch packaglng typology has a’ unxque set of
procedures and guxdellnes which dxfferentlates it from the remaining
gypes. It should be noted, however, that these packag;ng typologies are
for the most part grtéfigial constructs. They are not rigid treatﬁénts
applied in tﬁé'samg mhgngr across all schools claiming to use a given
approach. In fact, many aid officers were at a loss to describe even at
. ~an elementary level how they awarded aid to students. Therefore, there
is probably as much vérihtion within practice as acroéé‘practic&s and,
more importantly, the .same packaglng approach may result in dxfﬁerent -

~

outcomes across 1nst1tut10ns.

_ A complete description of the set of. characteristics which comprise
- each packaging type 13 given in Volume I, Chapter 9, of this report. The
basic underiyxng themes of each packsgxng type are summarlzed below: .
1. Nonreturnable Azd/Self-heLp Ratlo. institutions seek to ' ;

equalizecthe’ r&tlo‘of grants td self-help support for all
students; . ' -

2. Fixed Grant: all students receive the same (fixed) letel 6f‘
nonréturnablé grant aid-—self-hielp is used to meet ‘the remaining.
need (for those students for whom the grant award meets their
total need, no self-help is given); :

3. Fixed Self-help: this s nﬁéf¥gverse.of (2) with séif-help and .
loans and/or work being the first source of” aid packaged-

Ao 4. Fixed Work: thig is like (3) but the only self-help used is
; ' work; .
" 5. Fixed Loan: same as (4) but loans 4re dseé; .
, 6. Floating Grants: all students receive some grant support but no

fixed ceilings or floors are established-~the approach reflects ~
a greater degree of discretion than those above;

-

8.5 o .
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7. 'Grants Float or Are Zero: same as (5) but not ali students
receive some grant suppart, ’ '

8. Packgge Based on Scholastic Ability: the awarding of grant aid
: is prioritized on _the basis of scholasslc ability; and

9. No Established Rules: students are treated on an individual
first-come, first~served basis. - '

@

Due to the axtremely small number of schools in categories 2, 5, and

8, these éategoriés were eliminated from further analysis. Also,
categories 3 and 4 were combined into,one group due to their similarity

and the low number of cases in each group.

-
N

/‘ o N Dependent Variables.‘Each of the selectedlvariabies was expressed as
the percentage of the student's budge; for which it accounted; thus,
loan-work percentage represents the percentage of the budget that is

- accounted fof‘by the combined sources of loans andgywork. The variables

\

‘are listed and described below: | _ . '

1. loan-work percentage, the percentage accounted for by the

. . ‘ combined’ sourccs of loans and work, .
2./ . self-help percentggﬁ, the percentage accounced for by the
e h . combined sources of loan, work, and summer savxngs,
) i 3. net-price petcentage, the percentage ‘accounted for by the .
o : combined sources of loans, work, summer savings, and any

unpackaged shortfall between all resources and the student's
 total cost of education. :

The three dependenc variables are employed in the analysxn in two

d ferent ways. In the first set of analyses, the mean on each varlable

is- ined. An examination at this,level indicates only whether there

.is a difference acr;ss the packaging types in the average value of each

dependent variable. In the second set of analyses, the coefficient of

variation (see Chapter 6) of each depe&dent variable is examimed to

determine if the average Qariability of the measures differs across

packaging types. th}e both sets examine the ssme depende&?*varxsbles,

the analyses focus on different, but complxmentary, aspects of the

{ varlsbles. Thg Elrst‘set examines the variables in such a way as to
determine if there are any differences among the average amounts’, wliereas

" the second get focuses on differencegs in variations.

L3
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As has been previously discussed, the unit of thé‘analysis is the
.institution; conséquenqu, student-level'variables were aggregated to the
institutional level. The aggregation of student level variables was not
based on the total sample of students in the study, but only upon
full-time dependent students wh& were receiving some form of financial
aid. The restriction to include ohiy the sbove sample was based on
several factors. First, this subsample.oﬁ<;he total smmplelrepresepted
. by far the largest homogeneous group of students in the sample. Second,
since¢ independent students differ in so many ways from. dependent’
students, the inclusion of.indepenéent students might have masked or
contanin&ted)the results 6f the analysis. Third, due to the extremely
low number of Lndependeut atudents in some of the schools, an analy313
strictly on lndependent students mlght ‘have led to gpurious or erroneous
conclusions. ' J
THE FIRST MODEL: PROCEDURES WHICH THE INSTITUTIONS CLAIM TO EMPLOY AS A
PREDICTOR OF STUDENT GUTCOMES

-An analysis of covariance on the means of the dépendeﬂc variables
indicates that tﬁerejis very little difference in outcomes across the Eﬂ'
five packaging types. ‘An ipépection of Tables 8.1 through 8.3 reveals
that only onm net-price did (the dffferences'approach-statiétical
significance (p <.09). kfter'Enilial.Hifferences on costs and average
family eontributxon are remnved from the 1nst1tutxons, ~only minimal
d1fference§ are accounted Eor by the psckagxng types. This amount is
1nd1cated by the unusually small sum—~of-squares for packaging type and

- e the associated F ratios.

8.7
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&Asné\s.x. RESULTS . OF ANALYSIS OF COVERIANCE ON MEAN LOAN-WORK PERCENT—
o AGE. . ACADEMIC YEAR 1978-79

. . Y "A . ‘ . - ‘
‘Source of Variation DF ﬁ F Significance
*' ‘Covgriates - 2 - 6.03 - . .003
Packaging Type - 4 40 ~ 81 .
Resxdusl 141 '
. . ¢ '
’ Source: Aggregated Student Survey data merged with Institutional Site
' = Visit Survey-data. i
TABLE 8.2: RESULTS OF ANALYSIS OF COVARIANCE ON MEAN SELF-HELP
PERCENTAGE: ACADEMIC YEAR 1978-79 -
ikﬁ}@:: ‘ . , :
T . : Souf%e_of Variatian DF 8 Significance
- \ N
Covariates . 2 9.33 _ .001
! Packaging Type 4 T A5 . .78

~ : - Residual o 141

. r -
. Source. Aggregated Student Survey data merged with Instxtutlonal Slte

" visit Survey data.
‘ 4
, | — | .
- TABLE -8.3: RESULTS OF ANALYSIS OF COVARIANCE ON MEAN NET-PRICE PERCENT-
AGE: ACADEMIC YEAR 1978-79 -

!

I . S
Source”of Variation @ .  DF F Significance
Covariates 2 4.2 .02
‘Packaging Type - 4 : 2.1 . .09

Residual 141

‘Source: Aggregated Student Survey data merged with Instituticénal Site
Visit Survey data. ' l

_—
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.. Table 8.4 ﬁreseﬁts the means of the variables after gdjusting for
-initial differences on the covariates. The\similaritﬁ of the means._
~across the packaging types again reflects the lack of¥signifi¢ant L
gifferenceq. \Ghly on net-price, which a#proaches gtatisticaf éignifi-
~cance, do the values appear to differ substantially. The results on
S “net-price suggest that the set of fistures associated with the "Floatfng
- Grant" packaging approach may lead to the gréatest averaée net-price.
However, due to the nonsignificant F, we ‘certainly cannot impute a causal
relationship between this packaging type and average net-price” -
s p;rcenéage.' The results should Bé‘vieﬁed only as suggesting such a

L4 . " -

relationship.

TABLE 8.4: ADJUSTED MEANS ON THE DEPENDENT VARIABLES BY PACKAGING TYPE:
ACADEMIC YEAR 1978~79 " ‘ '

~ B : .

Packaging Type

2

N
" Non- Grants
; h _ Returnable ' ' Float, No

- \ Aid/Self + PFixed Floating or are ‘Established

~ Help Ratio Self-Help Grants Zero - Rules

£

Loan Work Percentage 31.67 29.78 30.97  29.79- - 27.62
Self-Help Percentage  29.3 = - 27.90 .  26.07 27.06 - 26.50

Lt - Net-Price Percentage  48.04 . 49.86 ' 53.93  46.11 48 . 59

Source: Aggregated Student Survey data merged with Institutiomal Site
Visit Survey data.-

The results for each oé the dependent variables, expressed as
coefficients of variation, are summarized in Tables 8.5 pﬁrough 8.7. In
general, the rdults of the analyses indicate that once initial
.differences on the covariates are removed, the differences on the
_ dependent variables across the five packaging types aré‘again not
J/ statistically significant. Ehe signifigance of the F rasio for packéging

type'across the three dependént variables ranges from 0.56 to 0.64.

8,9




2L N ————— T A i ¢ s K GfesaRitc WML F et B R ok seem, ] 6w de
- - - . . . . o . B

DRV T PSR N SR »{._\-. [ TR YN A\

. -l
- ‘ | " £y
e ) . . .. !
‘# o0 . . ¢ *
\
TABLE 8é5:a RESULTS OF ANALYSIS OF GOVARIANCE ON LOAN~WORK: ACADEMIC
N ‘ . 1978-79
™ R o v
e 7 Source of Variation DF _ F Significance
_Covariates / - A 2. 11.9 .01
Pac§aglng Typ& . 4 ) . 063 - 064 A
Residual 132 .
- r .
' e Source: Aggregated Student Survey data merged with Instltutlonsl Site
. ¥ Visit Survey data. ("\.
e\ S \

<

-

TABLE 8.6: ﬁ%SULTS OF ANALYSIS OF COVARIANCE ON THE COEFFICIENT OF

VARIATION OF TOTAL SELF-HELP:

ACADEMIC YEAR 1978~79

. " [
. " .
Source of Variation ) DF. F Significance
_ A . , Covariates B -2 15.10 | .01
Packaging Type - 4 .68 . .61
Residual 132 ’ ; v
Source: Aggregated Stqdeut Survey data merged with Instltutxonal Site:

V1sxt Survéy data.

. -
. .

TABLE 8.7:

- *
S

. i

* .

RESULTS OF ANALYSIS OF COVARIANCE ON THE COEFFICIENT OF
VARTATION OF NET-PRICE:

ACADEMIC YEAR 1978-79

Source off?ariation DF F Significance.
* . ' -
.“ "\
Covariates 4 2 .38 . .68 .
Packaging Type ‘ & + .75 ] .56
;‘ Residual 132
. . - v k :
“Source:

Visit Survey data.

Aggregated Student Survey “data merged with Institutional Site’



Although nonme of the F ratigs approach the customarxly accepted
'.levels of statxstxcal sxgnlflcance, a.consistent pattern can be detected
by examining the adjusted means of the dependent variables across the
five packagzng types. The adJusgéd means for each dependent variable are
presented in, Table 8.8. An inspection of the adjusted means reveals that
dcross all three dependeﬁ; variables, the ""Floating Grant/Or Are Zero" |
approach has the highest coefficient of variation. This indicates that
relative to-;héhhein, ﬁhe management practices associated with this
':ypology result in the most variation on the outcomes, even after initial
dxfferences on the covariates are removed. To reiterate, though, as the

”Lnanelgnzfxcanca? ratios indicate, there are no statistically significant

dxfferences .across the fxve packaglng types. Consequently, we can only
| suggest that the ev1&ence seems to indicate that this psckagxng approach

may lead to greater varlatxon than the other packaging types.

The failure to find 91gn1fxcant dlgferences across the varzous
packaging types may be due to the varxablllty in specxfxc practxces
within each of the constructs. Although each packaging type has a
genefal underlying theme or set dfffeatures; tbefe stiil‘reﬁain hany"
variations. It msy also refiect the lack of correspondenq; betweeu what

financial aid officders claim to ‘p and what they actually do. Thxs
gotential problem is not unique to this study, but is inherent whenever

K3 .

one .relies upon self—reportad dsta.

!' In summary, it i1s difficult to draw deflnltlve conclusions about the
" effect of the institution’ 8 packaging approach on student outcomes., Two
possxble causes come to mind: factors outside our selected modﬁl are
more’lxkely to be assdclated with varlatlons in .student outcomes, or, the.
dlfflculty in measuring psckagxng pr§ctlce has resulted angreater
gariations“within the identified approaches than between practices. At

this point, we believe the latter.to be the case. Financial aid

R

ghckaging is a rather nebulous concept, which implies different things to

different individuals. While we have attempted to impose a logical

framework of packaging practice ‘upon the schools, there are inherent
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TABLE 8.8: ADJUSTED MEANS ON THE DEPENDENT VARIABLES BY PACKAGE TYPE:
R ACADEMIC YEAR 1978-79 . e
, R Packéging Type '
o ry
Non Grants i
Returnable ' Float No * _
Aid/self Fixed Floating or -are Established
« = Help Ratfo. Self~Help Grants . Zero Rules
. P . s
Lean Work Percentage  99.9 = 104.1 100.1  114.3 86.2
Self-Help Percentage 87,1 96.3 88.0 105.9 83.1
Net<Price Percentage 60.9 53.5 57.9 69.7 . 56.2
Aggregated Student Survey data merged with Institutional Site

Source:
~ Visit Survey data. i

co |
problems in classifying instﬂtutioms into typologies based on

Therefoﬁe, in the next section of this chapter we
. :

self-reported data. _
will attempt to further explore this area using packaging approaches

empipically derived from data ¢n student outcomes.

'THE EMPIRICAL APPROACH

THE SECOND MODEL: N

In an attempt to group institutions on an empirical basis ufing
This technique is a

©° “student outcbmes, a cluster a#alysis was employed.

St&tlstlcal method whlch permlts the identification of groups of

obaervatxons (in this example; institutions) that are msximally similar

{as-measured on a’ specxfxed set of attrxbutes) within clusters and yet
It is partxcularly

which are dxssxﬁllar from all other clusters.
appropriate when, as"in this’ ¢ase, there is no a priori basis or

theoretical information on whish to make classification decisioms.

The institutions were clustered using a get of five variables:

the average net-pficp percentage of ‘the student body;

i 1.
- o L. .
2. , the coefficient of variation on net-price percentage;
- . ! . .
3. the average family contribution of the student body;
-~ : L ]
! . -
> . f * . ‘
i .
?
j .
S 1 VA
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4. the ;veiage calculated budget of the student body; and

5. the selectivity of ‘each school. v *

This ‘set of vari;bles'bas selécted for severasl ;eﬁsons: first, ‘it
includes the important input variableg used in the disbursement of
financial aid (e;g., family contribution and budget); second, it provides
a contextual description of institutions (e.g., selectivity, and average
student wealth); and third, it provides a messure of financial aid

outtomes (net-price percentage-average and coefficient of variatiom).

Using this set viriables, ‘the institutions were optimally classified

[

'intofseven digtinet clusters which afe_deSffgbed in Table 8.9.

 actuglly reflect their true actioms. To the e*tent that this is

An inspectipn of the table reveals that there was a wide range of

differences across the clustering variables. However, when examined for

'specific management practices (i.e., the dats which were used to

construct the packaging types examined above}, no gignificant diffetences
were found. to exist. /ﬂhus, while we can empirically differentiate seven

dxstlnct groups of fxnancxal aid outcomes, we can detect no noticeable

" differences within gﬁe group in tern of thexr reporfed management’

.practxces. There {re sevegéﬁhposslble explanatxonu. F1rst§«1tfls likely

that the questxcns posed to the financial aid officers failed to capture

the complexity 3f the underlying construct. In fact, many financial aid’
officers found 1: extremely difficult to objectively define and 3fi
categorxae thexr method of opegatzon. They simply were not used to
thinking about their practices in such specific ways. A second
explanatlon’\ﬂ related to the meaaurement of percezved versus actual

behavior. How financial aid offlcers perceive/their behavior may. not

.

occurring, the %?ta ori outcomes will always be at variance with the

- reported treatments.

Despite the inability to link specific manggement,pi:btices to
financisl-aéd outcomes, it is possible to identify some distinctive
differences on several salient characteristics across the seven clusters .

ble 8.10). These are summarized omr the next page.

)
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TABIE .8.9: ﬁEAN VALUE OF CLUSTERING VARIABLES BY INSTITUTIONAL GROUP'

ACADEMIC YEAR 1978-79

w @ 5
) Clusters

i 1 2 3 4 5 6 7
- ) )
ALL SCHOOLS - 9 63 47 25 5 9 . 3
Net-Price 49 50 52 4 - 60 42 44
Net-Price Coefflclent 391 195 228 189 266 199 146

- of Variation : .
Family Contribution , = 94 . 489  835. 1785 . 1209 .2219 3557
Selectivity ' 349 641 633 819 - 0 1068 552 -
Budget : : 1607 2941, 4158 5231 6307 6709 5613
- Source: Student financial aid records.

a r

Cluster 1 consists of rather large, inexpensive schools with

-relatively low applicants to FAO ratios. Seven of the nine

schools are 2-year public, and two are 4-year public schools.

. The average family contribution of the students attending these

schools is relatively low. Although the average net-price is

relatively low, there is a great deal of deviation on this
variable. .

~ Cluster Z is comprised of very large but relatlvely inexpenslve

schools. The ratio of applicants to FAOs is higher due to the
large number of students attendxng such schools. The majority
of the schools are public institutions (762 at either the 2- or
4~year level). As with the first cluster, the family .
contribution of the students attending these schools is
relativély low. However, it should be noted that the family
contribution is over four times greater among Cluster 2 schools

. .than Cluster 1 schools. 1In terms of average, net-price, and the

coefficient of variation, these schools zre in the middle range.

Cluster 3 institutions are relatively large schools.which tend
to cost more than the previous clusters, but ate considerably
less expensgive than the remaining clusters. The number of
applicantd to'FAOs is toward the middle of the range. Most of
the schools are either 4-year public or prxvate (68%) schools
with students whose family contribution is vastly hxgher than ;
the previous clusters, but drastlcally lower then the remalnln%\
clusters. In terms of average net—-price and the coefficient o
variation, these schools fall in the‘m1ddle of the range.

s 0
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_TABLE 8.10: MEAN VALUE OF RELATED INSTITUTIONAL CHARACTERISTICS BY

- CLUSTER$ CADEMIC YEAR 1978-79
4 .
_ * ____ Clasters
Variables _ 1 2 3 4 5 6 7
Tgtal Undergraduate -

nrollment Size 535 5306 3537 982 239 1962 599

Average Undergraduate
. Cost of Tuition - ) ' -
‘and Fees : 148 772 1536 2645 - 2586 4281 @ 2248

Size of Financial

Aid office (Average

Number of Professional \ : B

Staff) = 5.6 7.9 | 8.1 3.7 2.0 ‘5.5 3.2
. Number of Aid “ ' '

Applicants Per Office

Staff . - 192 249 247 262 143 | 257 200
-Percent Institution Type .

4-Year Public 22 49 | 34 - - - -

4~Year Private - 5 34 83 20 100 33

2-Year Public 78 27 11 - - - -

2-Year Private - "3 4 17 - - ~33

Proprietary - 16 17 - 80 - 33

Source: Institutional Site Visit Survey.

2

~

Cluster 4 institutions are relatively small, expensive schools’

'with a rather high ratio of applicants to financial aid

officers. The schools are all private: - 83 percent at .the
4-year level and 17 percent at the 2~year level. The family
contribution of the students is relatively large compared to the
previous clusters. On the two outcomes, average-net-—price and
coefficient of variation, the schools in this cluster are very
low.

Cluster 5 1s comprised almost exclusivelﬁfgf small, expensive
proprietary schools with very few financial aid officers.

‘Although the family contribution in these schools is relatively

A

high, this cluster is extremely high in terms of the two \
outcomes.



ﬁ\“"!w.l Ll

B R R TACe S U VNS L U S PRSPy SOP U SV NN S

«
- ‘ <

® Cluster 6 contains large, expensive schools with a relatively
large number of applicants to financial aid officers. All of
the nine schools are 4-year private schools with an extremely -
high level of family contribution. . Although .the average
: ne;~pr1ee is lowest among these schools, the coefficient of
varzat1on falls in the middle of the range.

° Cluster 7 is a very ‘small cluster (N=3) of small, but relatlyely
expensive schools. They have a low number of applxcants per
finencial aid offices. The low number of applicants is probably
a result of the very lsrge level of family contribution in these
schools. The students in.these schools also have very low

' values on the two measures of net-price. Again, this is prob~-
ably a direct result of the greater :family financial support
which tends to reduce the financial needs of the students.

-

Wh11e these clusters of imstitutions are sxgnxfxcantly d1fferent on
‘

. the varxables employed in their constructiom, it is rather difficult to

discern any pattern of relationship between the selected ocutcome measures
(i.e., the average and variation of net-price) and the institutional data
collected in this stﬁdy. At best, there appears to be a very rough
positive reletxonsh1p between the outcomes and the proportxon of prxvate
xnstxtutxons in*the cluster,sthe proportlon of é-year schools and the
average enrollment size. As the institution cluster becomes comprised:
less of small 4~year private institutions, the average net-price and the
coefficient of ariation become larger. Similarly, there is s rather |
rough inwerse‘reletionship between the outcome measures and the average

budget, the average fanzly contrxbutzen and the s;ze of the fxnancxal aid

office (this is related to the prevzous posltxve relationship with
sxze). In- thxs cese, higher budgets end ‘a less needy student populat1on
are related to lower average net:-pnces and lower coefficients of
variatxon. While only approximate, both of these concleezons support the

results observed in the previous chapter regarding the effect of

“institutional access to financial aid resources and the homogeneity of

the student aid applicant population upon the chosen outcome measures.

\

MY
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Although the intent of this chapter (i.e., to determin; the impgg;,of
‘institutional practices upon student financial aid outcomes) has not
proven partxcularly fruitful, we are hesitant to dismiss the existence of
such effects 51mp1y on the basis of statistical crxta;1a. Based upon thﬁf
observations of our field staff and conversatigns ‘with financial aid
| fferé;les‘in

are related to

' offieers,-ighis our belief‘thnx“therels%e discernible

' operating practices and, morebVer, that these differeqce
‘the way in which financial aid is distributed. Our fsilute to isolate
such effects is a result of the problems inherent in measu ing, for the
first glme, such a complex-factor. At this point, while we can conclude
that differences in treaﬁment\do éxist, we must lgave it to futute
research to ferret out the specific behavioral characteristics iéﬁ are

- most closely associated with their occurrence.

D
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APPENDIX A

MAJOR PROJECT DELIVERABLES

Stage I Final Report. Volume I: . Federal Management Practices

Stage I Final Report. Volume II: Funding History and the
¢ ' LOverall Achievement of Program
- Goals :

Stage I Final Report. Volume III: Regional Office Procedures
Stage I Final Report. Volume IV: BEOG Simulation Study

Supporting Statement for the Request for OMB Clearance and Data
Collection Instruments: Site Visit Study .

Interviewer's Training Manual

Editor's Manual - .
[ 3

Supporting Statement for the Request for OMB Clearance and Data
Collection Instrument: Mail Survey of Institutions

Site Visit Report

Data Processipg and File Documentation Report for the Student
Survey

s

—~————

>

‘Sample Design, Yield, and Bias Report for the Student Survey
Yield Repopt for the Institutional Mail Survey

Data Processing and File Documentation Report for the Mail
Survey of Institutions %

&

. Study of the Impact of the Middle Income Student Assistance Act

(MISAA)

-
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APPENDIX B

\

"THE CURRENT FINANCIAL AID PROGRAM$ ADMINISTERED
BY THE U.S. OFFICE OF EDUCATION

As discussed in Chapter 2, Congress has established within the U.S.

L

Office of Education (USOE) a variety of student aid programs to remove

. the economic barriers to attendance at postsecondary institutions for

persons from'all classes of society who have the ability and desire to

"benefit from such education. To accomplish this objective, the Federal

government offers three types of financial aid through five programs, all

of which are based solely on the student's financial condition and are
y

without regard to race, sex, his/her scholastic ability, desired course .
of study, etc. These programs of financial aid are divided into three N
types:

(1) Loans: funds which a student borrows and repays after
graduation or termination; including,
: 4
~ a) «National Diregt Student Loan (NDSL),
‘ b) Federal Insured Student Loan (FISL) or State Insured
'Student Loans (collectively known as the Guaranteed
Student Loan program);

(2) Grants (or nonreturnable aid): funds which are gift assistance
and need not be repaid; including,
a) Basic Educationail OpportuQitf Grant (BEOG), v
b)  Supplemental Educational Qpportunity Grant (SEOG); and

(3) Work: a program in which the student may earn a portion of
his;her_educational costs while attending school, namely, the
College Work-Study (CWS) program.

Programs of Federal student financial aideary as to the degree of

direct responsibility the-institutional ajid administrator must assume.

v

Those programs for which the institution has considerably’more control
and ob&igations--namely, the Supplemental Educational gpportunity Grant,
the National Direct Student Loan, and the College Work-Study programs--
have ﬁraditionally been called Campus Based or Institution Based to
signify this greater involvement, They are different from the BEOG

program under which students apply directly to the Office of Education

/

1283



for an entitlement which can. then be carried to any school of their

. c‘ . . ¢ - .
choice. The amount of the grant 1; outs&gs\fhe control of the fimancial
- . - * o
aid gfficer. : e

a. The Basic Educational Opportunity Grant Prog;am (BEOG)I/

The BEOG program was authorized,under Subpart 1 of Part A of Title IV
of the Higher Education Act of 1965,*95 amended by the Education
Amendments of 1972 and 1976. 1ts purpose is to provide‘eligible students
Jith a "foundation of financial aid to help defray the costs of '

postsecondary education."g/

It is an entitlement program by which a
student has the legal right to receive 2 grant if-all application and

eligibility requirements hbve been fulfilled.

The Basic Educational Opportunity Grant program is the newest of the.
Federal student financial aid programs agd is designed to provide a
"floor" upon which other financial aid programs are built. Unlike the
Natxonal Direct Student Loan, College Work-Study, and Supplemental
Educatlonal Opportunity Grant Programs, there is no institutional
allocation process. Rather, the institution receives the total amount
needed to fund all eligible students in attendance. Students may apply
either by completing a USOE Basic Grant appllcatlon, or by indicating om
the ACT, CSS, State of Penngylvania, or State of New Jersey student aid
forms their desire 20 have the data forwarded to the central processor inm
Iowa City where a nationally uniform formula, approved annually by
Congresg; is utilizedl The result of this ahalysis is not subject to any
discretionary latitude on the part of the financial aid officer, who must
wmerely apply the result to a Payment Schedule based upon the student s
cost of attendance (as defined by BEOG), and his/her enrollment status
(half, three—quarter or full-time) and fina}ly'édjust it 1f the program
is less than eight months in- length or crosses the award period (7/1

~ . .
through 6/30). Funds are normally disbursed through the institution, but

a school may elect to have USOE make payments directly to the student,

o

1/ The material provided here has been‘extracted from the Finangial Ald
Tool Kit, developed by Ms. Alice Diamond for the National 453001at10n

of Tri&é and Technical Schpols.

~
»

2/ gasic Grant Handbook, 1977-78, p. 1-1.

‘ - ~ . B-2
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(See below, the Alternate Disbursement System (ADS).) The following is a

. A}
summary of the major program characteristics: , -

Type of Aid: Nonrepayable‘giftyassistance applied for directly
through the Federal government,

Minimum and Maximum: During academic year 1978-79, BEOG scheduled
awards ranged from $200 to $1,600 (e. .y for the academic year

1979-80 the maximum BEOG award. was raised to $1,800). The range may
~vary yearly depending upon Congressional approval of funds. , The
Basic Educational'Opportunity Crant is awarded by award period )
(July 1 through June 30th),’ rather than by the student'’s academic
Program, as is #he case in Campus Based programs. If a student'g
academic year crosses the government's award period, it 1s necessary
to file two applications~-one for the period g6veriyg the remainder
in the first award period, and the next for the ensuyng award period.

Cunulative -Awards: Normally, a student may receive BEOG for no more
than four academic years. The exception to this is in the case of
courses which are designed to extend for five years, or where
remedial coursework necessitates one additional year. If the student
has been attending parttime, and thus receiving reduced benefits, his
period of,entitlement will be proportionately extended so as to allow
2 maximum of four (or five, if applicable) full "Schedyled Awards."
The BEOG program monitors the number of periods of eligibility used
by each student. Students who have less than a full year of
eligibility remaining will have this noted on their Student

* Eligibility Reports (SER). The ipstitution should check this
informatién to assure that no awards are made to students whose
eligibility has expired.

Institgiional Eligibility: 1In order to participate in the BEOG
program, an institution must be certified as eligible by the Division
of Erigibilfty and Agency Evaluation in the U.S. Office of
Edycation. 'If the institution elects to disburse funds directly to

¢ the student (as do most institutions), an “"Agreement Covering

* Institutional Participation in Programs of Student Financial
Assistance" must be signed before funds will be authorized. " In
contrast to the Campus Based programs, no time lag between
determination of institutional eligibility and student participation
18 necessary. Students enrolled in rnstitutions which become
eligible during’ a given award period may receive their full
entitlement for the year even if-the eligibility determination and
receipt of BEOG authorization are not received until late in the year.

Program Eligibility: Within an institution's course offerings,
certain programs may be designated as eligible, whereas others may be

. detlared ineligible. Thisg relates to the length of the course and
. , )

-

~
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" a whether a high school diploma or:recognized equivalent is required of -
“ regular students. In addition to the program eligibility require-

, ments outlined ,below for CWS, NDSL, and SEOG, to be ellglble under .
. ' BEOG, a program must lead to a degree or certificate itn a recognized

occupatlon. *

. -
Student Eligibility: Finally, student eligibility must be
determined. In order to receive a BEOG, a student must:

- L. be a U.S. citizen or national of the United States, .or
resident of the United Stg{es -for other than temporary purposes,
as-evidenced by an I-151 visa (permanent or resident alien card);

2. be enrolled in an eligible program in an eligibld institution;

3. be enrolled at least half time (12 clock hours per week).
Awards for students who are enrplled at least half time, but
less than full time (24 clock fours), are proportionately

. reduced under this program; '

4. be making satisfattory progress in his/her course of study;
N N : :
5. not be in default on a loan obtained for attendance at the
lnstitution or owe a refund on a grant received at the
institution; : -

-, €. _ be an undergraduate. If a studeant has received a bachelor's
degree from another institution, he/she is ineligible to receive
2 BEOG despite the fact that the current level of training

- ursued is at the undergraduate level or that the previous -
_1ngtitution was, ineligible;

L

7. demonstrate financial need by means of the BEOG application.

Student Application Process: The student obtains either a BEOG
— application, the American College Testing application (Family"
Financial Statement~—the FFS), the College Scholarship Service
application (Financial Aid Form-~the FAF), or if eligible to do so in
the States of New Jersey or Pennsylwvania, the appropriate state
financial data collection forms. ACT, €SS, and the States of New
Jersey and.Pennsylvania have entered into contracts with the U.S.
~Office of Education to transmit the data recexved to the USOE
processor for calculation. This system, called multxplc data entry,
1s a boon to students and parents as it means that only a single form
need be completed to determine eligibility to receive: both Campus
. “Based aid and/or BEOG.

After the application is completed, the student submits it either to
the need analysis servicer being utilized (e.g., ACT or CSS), or to
” BEOG in Iowa City if the regular BEOG application has been used.

B-4
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The processing ceriter, based upon a formula approved by Congregé,
.calculates the student's Eligibility Index and communicates this
directly to the student's home,via a Student Eligibility Report (SER).

The student submits his/%gr SER to the igstitution he/she plans to
attend where the scheduled award is calcufated based up the BEOG
cost allowances for\the school, the student’'s Eligibility Index, and
the Payment Schedule. Awards are further adjusted for less than
full-time attendance and for academic periods less than nine months
in length. .
The institution requests from the DHEW Federal Financing Systems !
(DFAFS), via the Monthly Cash Request Form, an amount of cash

sufficient to award first payments to-those students starting classes

during the month, as well as for subsequent disbursementsafor those

students now qualifying for a subsequent payment.

The institution disburses the award to the student either by check or ¢
by credit to the student's account. In the latter case, a signed

receipt or schedule of anticipated disbursements must be obtained .
from the student. The student must also sign an affidavit attesting
to the fact that Federal aid dollars which he/she receives will be )
used for educatiomal purposes.

Validation of USOE Selected Sample: In addition to the routine
review which was always encouraged for financial aid officers with
respect to a student sample selected by USOE, institutions will now
be required to verify certain data eleiments before any disbursement
of funds is made. This sample of 200,000 ‘applicants will be selected
primarily on the basis of criteria indicating a high probability of
questionable data. A student so selected will have his/her SER
"flagged'" by an asterisk next to the eligibility index in the final
award section. Additionmally, the student will receive amn- .
accompanying letter and Validation Form with the SER. All subsequent
application corrections made by the stud@nt during the year will also
be flagged. N\ :

Award Disbursement: Payments must be made in equal amounts each

semester, trimester, or quarter if the institution utilizes such

academic units. If'the school does not have such divisions, at least

two disbursements must be made per year: once at the begﬁnning and “
then again ho earlier tqan the midpoint of the portion of the
student’'s 4dcademic training falling in that .award period.

-

-*

’
The Alternate Disbursement System (ADS): The AltLrnaﬁe Disbursement
System provides payments to eligible students enrolled at eligible
institutions which do not wish to disburse payments directly to

students. : Y
b .

o ™ . .. - - :



Under the ADS system, a student completes Part” A of a '"second-stage"
application (OE Form 304) and then submits it to the institution for
certification. Copies of this completed form and ythe SER are then
mailéd back to the BEOG\ processor. After process g, a3 Treasury
check for the first payment will be led, along with instructions
for applying for subsequent paymentépggla the Form 304-1).

Application Deadlines: Applications for awards to cover the 1978-79
school year must hgve been received by the processor no later than
March 15, 19797 This was also the deadline for receipt of

Sﬁpplemental Forms. Corrections to previously processed appllcatlons

have been received by May 5. The exception to this is in cases
selected for validation.

Institutional Repofting Requirements: Twe types of institutional

reports are required under the BEQCG program:
. ”~

~

A.  The Progress Report

*

A report submitted three-times a year (November 15,
March 15, and July 15) which assesses current expenditures
in order to determine if the 1nst1tut10n s authorization

should be raised or lowered. ) : v
: : . -
X B. The Student Validation Roster '

. ( .

An end-of-year r&pﬁff(;hich reconciles fiscal accounts and
gives a per-student reporting of expenditures.

-
P
ol

b. . The Supplemental Educatignal Opportunity Grant.(SEOG)~Prqgram

* The Supplementélﬁﬁducatioqal Opportunity Grapt program (SEOG) is the

current name for the Educational Opportunity: Grant program which was |

authorized by'Title'iV, Part A, QE the Higher Education Act of 1965 (P,LT

89-329), as‘gmended.

The purpose of the SEOG proggam is to prOVIde supplementai g§rants to
assist qualeled students who, for lack of flnanc1al means, J\%d be

unable to obtain the benefits of postsecondary education without such a
grant. | K

Tvpe of Aid: \Vonrepayable gift assistance for the exceptlonally
needy student.

’

" Minimum and Maximum: . SEOGs range from $200 to $1,500 for an academic

months or 900 clock hours, the applicgble minimum and maximum are
. A) .

vear. If the period for which the i:;gﬁ is being made is less than 8

-
-
LY



proportionately reduced. For example, if a student is enrolled in a
six-month course with 600 clock hours, the minimum SEOG that could be
regeived would be $150, and the maximum would be $1,125.
. 7
Cumulative Awards: There is also a maximum cumulative SEOG award of
$4,000. Thus, if a student has received SEOG at another school, the
\ institution must correspond with the other 1nst1tut10n to learn the
‘ - exact amount of the previous award.

'
v

Institutional Eligibiligy. In order to participate in the SEOG
program, an Mastitution must be certified as eligible by the Division
of Ellolblllty and Agency Evaluation of the U.S. Offigce of Education.

Program Eligibility: W1th1n ‘the school's coﬁrse offerings, certain
« Programs may be designated as eligible, whereas others may be
declared ineligible. To be an elxglble program under SEOG, a course
must be 6 months and 600 clock hours in length and, if a proprletary
school, must admit as regular students only persons with q‘hlgh
school diploma or recognized equivalency or, if a public or other
nonprofit school, admit only students beyond the compulsory age of
school attendance who can be&sflt froh a pOStsecondary‘pkogram.
- » - .-/‘
. Student Eligibility: Finally, student elfgibility must be .
determined.' In order to receive an SEOG, a student must:

1. " be au,s. citizen, a resident @f the Trust. Territories of the
Pacifie, or in the United States for other than temporary

purposes, §s evidenced by an I ~-151 visa (permanent or resident
alien card),

Y

2.  be enrolled at least half time (12 clock hours per week).
clock hour is defined as a 50- to 60-minute. -class, ecture,

. recxtstxon, faculty SuperVISed laboratory, shop training, or
internship;

- - i

- 3. be makipg satisfactory progress toward a degree or certificate
and be in good standing according to institut%?nal standards;

4. not be in dgfault on & loan recelved for attendance at the
on or owe a refund on a grant received at the school};

ptxonal" financial need. Exceptional financial need
. is 'definfilfas having a family contribution of less than one~half
1 costs associated with attendance at the institution..




‘\/{ .
'~
Example
. tire{on ang)fees. $2;OOO
books and supplies . 175
. personal expenses 450
transportation 250
room and beard 1,600
- 3 ’ $4’475 f\ :
b. family contribution $2,000

Résult: Student is eligible since family contribution (b)
) is less than one-half student budget (a).
6. be unable to pursue the course of study were it not for the
SEOG. Because of the vagueness of this regulatign, USOE has
counseled institutions to take a common-sense -approach. It is
not expected that a student would be required to borrow the
£ maximum allowable or to work anm unreasonable number of hours per
wedek. Rather, it is expected that attempts will ﬁe made to
provide some "self-help" (loam or work) in each student's
. package unless documentable justifications exist &s to why this .
- ) ; o should not be done. o g

1
-

7. be an pndergraduate-—whereas the training at the Qnsti:ution is
! ' always considered to be*“indergraduate in nature, it must be
remembered that no student who has already earned a bachelor's,
degree may receive an SEOG. Therefore, if a student has
received a bachelor’s degree at another institution, h¢ may NOT
receivé an SEQG by virtue of the fact that he is again an
undergraduate.” This is true whether or not the- first school is
an eligible imstitution.”” -

-

M¥thod of Application:

- 1. TFor the Institution: The institution applies for these funds
amnually, for all eligible students, by means of the Tripart
Application. The Tripart is normally due in mid-October for
funds bgginning in July of the following year.

N ' - In order to receive funds, an institution must be declared

eligible by the USOE Divisih of Eligibility and Agenecy

Evaluation by January 3lst of the year in which it will be
receiving funds. Requirements for eligibility include national
accreditation by the relevant USOE recognized acerediting body,
‘course entrance requirements of a high school diploma or

recognized equivalency, comptetion of OE Form 1059, and the Lo '
signing of HEW Form 441, civil rights compliance,

Y -

ST - ¢ T A |
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2. For the Student: The student applies directly through the -
institution for such funds. An.analysis of the student's
financial need and the submission of various other forms are
required. N

SEOG "Matching": In determining the amount of 8EOG to be awarded,
the aid officer must bear in mind that a student receiving SEOG must
also receive an equal amount of some other source or combindtion of
sources of eligible aid funds. .

-

The following are eligible sources of SEOC "matching funds':
1. Collége Work—-Study
2. National Direct Student Loan
3. Basic Educationalpépportunity Grant
4. Federally Insured Loan--ONLY IF A SCHOOL IS A'DIRECT LENDER

. 5. Insti;utional employment

~

6.  Outside scholarships from a private organization

7. §tate sc‘holarshi# grants

8. For other types of aid (i.e., grants not from a pri@ate
organization or the state, and loan and work from any
source) only if the institution selects the recipient and.
determines the amount of the award.

; .
Award Disbursement: An SEOG must be disbursed at least twice during
a student's academic year. If the institution utilizes quarters or, ‘
semesters, it must disburse funds according to these divisions. If,
on the other,hand, it has no such academic terms, it is required to
reserve at least half of the grant awmount until the midpoint. No
funds should be disbursed until the student actually starts classes.
The SEOC may be disbursed 1) as a credit to the student's account, 2)
by a check to the student which is then endorsed over to the
institution for institutional charges, or 3) by a check to the
student for living costs. If the award is disbursed as a credit to
the student's account, a signed receipt by the student must evidence
this disbursement.
~ ., ) f) .
In the SEOG program, a distinction is made between students who have
previously received SEOG, and those for whom this _is the first
academic year of their award. The first-year award is called an
initial year (IY) award, with subsequent awards deemed continuing
vear (CY) funds. In other words, a student should not receive cY

by
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funds until a fuyll academic year has been completed and a new
application, evaluation of need, and other .documents have been
collected. -— '

‘ : :
gransfer BetweenfﬁEOG and CWS: . An institution is- permitted to
transfer up” to lO\ancent of its highest allocation between these two

' programs., ™ .

Reporting Reqiirements: In addition to the annual application for
funds (the Tripart Application), the institution must file a fipal

e - fiscal report on program activities. This report is normally due

August 15th for the year ending June 30th. '

-

c. The College Work-Study Program

The College Work-Study (CWS) Program was authorized by Title IV, Part 4
C, of the Higher Edgygation Act'of 1965 (P.L. 89-329); as amended., Thé
‘purpose of the CWS program is to extend part-time employment oppértu-
nities tb studgnts who arg{ih need of the earnings from such employment~
in order to pursue courses of study égfinstitutions,of higher education.
- By suBsidizing the part-time employment of neédy students, the prégyam is
intended to promqte’ghe'equality,of educational opbortunity at the

.

postsecondary_level;

Under the College Work-Study program, funds are provided to eligible
institutions t& create job opportunities for their ‘students who are in
need of such earnings in order to attend a postsecondary school. In s
profit-making, private vocational schools, all employment must be work in
the public interest far public or private nonprofit 6ff-csmpus agencies.
No on-campus employment is permissible at these imstitutioms. It must
also be noted that proprietary schools may not hire students in nonprofit
organizations which are owned or controlled by the school, or Ey the
corporation, association, partnership or ind¥vidual which owns or
controls the proprietary institution. The only exception to the
‘ ' prohibition against "on-campus" employment ;;uldibe vocational schools

. which are incorpdrated as private,.ﬁonprofit ingkitutions ggg;are 50
recognized by the Internal Revenue Service. If the institution is "

-

lncorporated as a chprofit entity, it may employ studerts at the school.

........

=
&
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gs;Ihe institution is responsible for all phases, of program ’

. . .administration including selection of recipientg, determinat%on of the
dward, job developgent, job placement, supervision, and maintenaeif of
records. Under th;\CWS program, thé Federal share of gom%ensétion is
limited to 80 percent of the gross earnings.' The agency must contribute

.

at least 20 percent plus the employer's share of applicable taxes.

-

e
ﬂ’;f-
} .
.." ‘

w
Type of Aid: Fggé:ally subsidized wark opportumities for ﬁeé&?ﬂ,&g" L
students who elect to earn a portion of their educational expénse.‘ %;é
. : \ .
. - Minimum and Maximum: There is no minimum gr maximum award, except K
that the student's need, as determined by an approved needs analysis
system, may not be exceeded. Students may work up to 20 hours per e
\ week at wages set by the employer in cooperation with the school, "but
not less than the applicable Federal, state, or local minimum wage,
Students may be paid subminimum wages if the employer is eligible for
.. an exemption from the minimum wage statutes. N

A

- Generally, a student may not work more than an average of 20 hours

- per week while classes are in session, averaged over the entire

" - enrollment period. As manyas 40 hours per week may be worked during -

‘vacation periods or at other times when classes are not in sedsion.’ .

However, an institution may permit a student to averag“more than 20
hours per week (but never more than 40 hours in a given week) if the
institution .determines that the student's.need 1s so great that it
cannot be met from the earnings of lower per-week hours. In this
case ‘documentation should be on file in the student's folder.

Institutional Eligibility: In order to participate in the CWS
program, an institution must be certified as eligible by the Division
of Eligibility and Agency Evaluation of the U.S. Office of Education. .

Program Eligibility: <Within the school's course offerings, certain®
programs may be designated as eligible, whereas others may-be
declared ineligible. 'To be an eligible program under CWS, a course
must be six months and 600 clock hours in length and must admit as .
regular students only persons with a high school diploma or the
regognized equivalency. :

r

"

Student Eligibili;yg' Finally, student eligibility must be .
determined. In order to receive College Work-Study, a student must:

L4 -

1 ~be-a U.S. citizen, a resident of the Trust Territories of the
' . Pacific, obhgjns the U.S. for”other than temporary purposes, as
evidenced by an I-151 visa (permanent or resident alien card).

-

—~—
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2. béfenrolled at least half time (a minimum of six credit hours
for college students, or 12 clock hours per week for vocational
‘ . s students). A clock hour is defined as a 50~ to 60-minute class,
v ' lecture, recitation, faculty-supervised laboratory, shop
T * training, or internship. If the school is a 2-year institution
witQ & summer break, the student may continue his CWS employment
during this vacation period although he is not actually enrolled.

{EO

\ 3. be making measurable progress towards a degree or certificate,
and be in good standing according to imstitutional 'standards.

4. _have financial need as determined by a recognized needs analysis -

system. . - : ~

N L

- \‘Method‘of Applica?ion:
¥ “’ »
1. For the Institution: The institution applies for these funds
annually for all of Jjts eligible students, by means of the
o Tripart Application. The Tripart is normally due in mid-October
- for funds beginning in July of qghe following year. In order %o
: rceive funds, an institution must be declared eligible by the
-~ +. USOE Division of Eligibility and Agency Evaluation by Japuary
L 31st of the year in which it will be receiving funds. '

' Requirements for eligibility igglude national accreditation by
the relevant USOE recognized dgg;editing body, course entrance
requirements of a high school diploma or rg&ognized equivalency,
the completion of OE Form 1059, and the sighing of HEW Form 441,

+  civil rights compliance. . .

L . . = -

2. . For the Student: The studest applids directly through the

Institution for such funds. Analysis of the student's“inanmagl
' need and the submission of various other forms are required. '
4 . '] . - .
Awa?d‘Diébgrsement: Federal regulations require that students must

" _be paid at least monthly. However, most institutions find that

. biveeklysadisbursements "are preferable in meeting students' needs. «t

' i%;not acceptable to directly credit” any of the Federal portion of

& the paycheck to a student's tuition account. Rather, if the student
‘ has outstanding imstitutional charges, the institution must ask the
student to endorse all or a portion of the check. . .

& - . ] .

\ edxnings. Cumulative ledger cards are used for this purpose, and a
. . ¢ 'letter thust- be mailed toqghe student and supervisor'when‘a student
‘ approaches his CWS award.” Regardless of whether. the agency or the
school ‘is officially the eémployer, the school retains the

.., * - responsibility fof;s?ezﬁf that meaningful work is being performed..
o Occasional visits to the-~job site will provide documentation of this.
’ Lo : 2 - AN
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N S’g . - . . ' &
A . ~ . “ \‘- ) - .
‘.{ - . N Co- . , R A .
R N

. : B-12 - C '

. b N
_. The final concern is to assure that a student does not exceed hlsé? 1!
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Job Location and Development Program: The Higher Education
Amendments of 1976 provided for a special program’by which the
institution could use a portlon of its Work-Study authorization to ¥
. .help find part-time jobs for its students. The use of the funds are
. not to be limited to finding ellglble Work- Study positions, but
. .~ rather can be used as well for Iocatlng jobs in the private sector
"' for needy or nonneedy students.

Summ%r7College Work-Study: If the”institution is a 2-year program
- with a summer break, students may be employed during that vacation as
long as they have.- flled a statement. sayxng they intend to reenroll in
the fall, 1f, at any time after signing.such a statement, evidence
is found that a student does not intend to reenroll, he/she must be
termlnated from his job immedxately.
- & . .
Students working’ during a summer period in which they are not
enrolled must save the ma'jority of their earnings for the next
N - . + academic year. Current regulations requlre that after required taxes
, -are deducted, a studeht's additional expenses may not exceed $300 or-
. : 20 percent of gross wagés, whichever is less. Rare, well- -documented
eg;eptlon§ can be made to increase these "cdosts" incident to
loyment to $600 or 40 percegt of gross wages, whichever is less.

‘RegortingrRequirements. In addition to the gnnual application for
funds (the Tripart), the institutiof must file a final fiscal report
on program activities. This report is normally due’ August 15th for

~ the year ending June 30th
Transfer Between SEOG and CWS: An xnstltutlon is permltted to .
— transfer up to 10 percent of its highest allocatlon between these two
pragrams. i .

d. Natlonal Direct Student .Loan

s
-

The National Direct Student Eoan program (NDSL) (previously known as
the Natlonal Defense Student Loan proaram) was ‘established under Txtle II
of the Natxonal Defense Education Act (NDEA) of 1958 (P.L. 85 864), as
-"amended. The Education Amendments of 1972 (p.L. 92-328) transferred the
program from cke NDEA to Part E of Title IV of the ngher Education Act
of 1965. The purpose of NDSL is to provide a loan fund at institutions.
of higher educatxon for the purpose of making long-term, Iow-xnterest
, loans to qualified students in need of financial aesxstanee. To be

eligible, the student must pursue study on at least a half-time basis.

-

Iy . .
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, ) Nihety percent of new capital is provided by the Fedaral government
with the remaining 10 percent being contributed by the institution. As
with the other’Tripart programs, the full administration of the program,

: including loan collection, is-the responsibility of the institution.

An important element of the NDSL program is its revolving nature.
That is, as students repay loan obligations, theserfunds are redépositéé"
in the account for use.by future enrollees. The revolying nature of the
fund also makes it possible for the institution to carry over funds
across fiscal years as long as the Federal «unds are drawn down and = .. >

matched prior to June 30th of the year in which they are authorized.

Type of Aid: Long-term, low-interest loans are repaid at not less b
thap $30 per month, beglnnlng nine months after graduation or

: : termination of at’ least half time study. Annual imterest is three
g& percent of the unpaid balance once payment begins.
te

Minimum and Maximum: There is no minimum loan. The maximum total
loan for students who have not yet completed two academic years of
postsecondary education ig $2,500. '

' Institutional Eligibilityl In order to participate in the NDSL
program, an institution must be certified as ellglble‘hy the Division
of Eligibility and Agency Evaluation of the U.S. Office of Education.

' - Program Eligibilitg. Within the school‘s course offerings, certain
programs may be designated as eligible, whereas_gthers may be
R) declared ineligible. To be an ellgxble program under NDSL, a couxse /
must be 6 months and 600 clock hours in length and must, if a .
proprietary school, admit as regular, students only persons wx\ﬁ
¢ : gh school diploma or recognlzed equxvalency gr, 1f a public o
gbher nonprofit, school, admit only students beyond the compulsorly age
of school attendance who can benefit from a postsecondary progratk. A\

Stud¥t Eligibility: Lastly, student eligibility must be

: determined. In order to receive an NDSL, a student must®
‘ . i . . . . . #r
1. be a Ugs, citizen, a resident .of the Trust Tertitories of the
bacifidglpr in .the United States for other than temporary
purposes,f as evidenced by an I- ISI visa (permanent or resident
alien cafd). 4
¢ + ) .
2. be enrolled at least half time (12 hours per week). A clock
N . four 'is defined as a 50- to SO;minute class, lecture, '
- recxtatlon,,faculty supervised Iaboréhbry, shop traizing or
internship. ' : ‘ : ¢
) .14 - »
- } "
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Method o?’Apg}ication ot

be making satisfactory progress toward a degree or certificate
and be in good standing according to inst@futional standaris.

not be in default on a loan received (GSL or FISL) for
attendance ,at that institution and not owe a refund on 3 Faderal

grant received at that school. \\\

. .
have financial need as determined by a recognized need analySis
system. " —N

indicate a willingness to repay the loan. Regulatory language

now prohibits the making of a loan to any student who indicates

an unwillingness to repay. Delinquency on a prior ‘loan, or a

past history of poor debt payment, may be taken as evidence of

unwillingness to repay. .
-

L

7
. !
N .
.
.
—

(2) the imstitution is responsible for collection of .the loans;

v

- NpskL

For the Institution: The instifution applies for these funds

annually, for 'all of its eligible students by means of the

Tripart Application. The Tripart is normally due in mid-Oﬁtober

for funds beginning in July of the following year. :
’ L4

~In order to receéive funds, an institution must be declared

eligible by the USOE Division of Eligibility and Agency
Evaluation by January 3lst of the year in which it will'be
receiving funds. ReQUirements for eligibility inclu® national

"accreditation by the relevant USOE recognized accrediting body,

sourse entrance requirements of a high school diploma or -
recognized eqUivalent course length of af least 6 months and

600 clock hours, completion of OE Form 1059, and the signing of

HEW Form 441, civil rights compliance. 1In addition, (1) the
institution must match Federally received funds with a ¢
contribution equal tg at least one-ninth of the Federal dollars;

and (3) collected dollars are reloaned to other studénts
(without the requirement of additional matching).

-~ I3

For the Student: The student applies directly thripugh the

institution for such funds. An analysis of the student's
financial neeq, a promissory note as evidence of the
indebtedness, and the submission of vgrious other forms are
required.

«

Billin&‘and1Collectian. Unlike other. forms of student .

aSSLstance, thc\xdministration of NDSL is far from completed Wth thL
money 1s disbursgé to the student. In fact, the institutio 5 -

résponsibilities have just begun at' that juncture. Natica 1 Direct

¢

Student Loauws are made without security, to students wKo are

generally unemployed, withgut assets, extremely mobile, and usually

. . .
- -
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without a tested aredit rating. Thus, if the collection program is
to be successful, institutions must often put forth efforts greater
than those utilized in the collection of conventional loans. Good
collection practice begins at the time the loan is made. It'is now
required by regulation that in addition to the "exit interview'
necessary before a student leaves school, an entrance or initial
interview must be held. This session, conducted by the” financial aid
officer at the time the first payment of the loan is disbursed,

should at a minimum:®

1. Enable the institution to gather vital information about the

"borrower. It.has been found that if personal data such as
* credit card numbers, names of relatives, driver's license

‘number, etc., are collected at this point in the aid process,
the student %vill tend to give more accurate information than ife
asked for the same information at graduation when the purpose of
such data collectlon is more evident.

2. Impress upon the student that this portxon of hls/her aid is a_
Ioan and must be repaid.

a

o

3. Allow the borrower to raise questions about procedures and terms
ofethe NDSL. Care should be takKen to inform the student both of
his/her obligatien and hxs/her pr{v11e es.

k
An exit 1nterv1ew must beé conducted for each borrower before, leaving
school. By regulation, the institution must employ all means at its
disposal to assure the student's attendance at such interviews. Like
the entrance interview, the exit interview is both a give and take

procedure. Information on the program will be provided by, the aid
officer, whereas the student will provide informatich useful should

his account becom delanuent. TGRCCS to be reviewed 1nc1ude:
1. the graoe period ‘ .

-~ » A

2. terms of payment-repayment schedule
3. billing procedures (will it be from the ins‘itut’iox or from a
contracted billing service?) : A

. ‘ -

v - ‘ . \\\~f; °

4. interesty, late charges ) : :
. . . “ . * B
5. cancellation and deferment procedures )
6. acceleration without penalty provision
7. notification of add;gss change { \\
- .

A written record of the Ex1« Interv1ew and a signed repayment

schedule.must b8 retained for program documentation purpoqe:.‘
"At the school's diséretion thase Lnterv1ews may be conducted

on an!individual or froup basis.

s
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